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ITEM 1. SECURITIES AND ISSUER

(a) This statement relates to the Common Stock and the

$1.00 Cumulative Convertible Preferred Stock of Golconda

Corporation, 4201 West Peterson Avenue, Chicago, Illinois 60646,

(b) This statement relates to the Tender Offer of

Cerro Corporation, dated May , 1974, for all of the Common

and Preferred Stock of Golconda Corporation. The reasons for .

the recommendation to Shareholders to accept the Offer are set

forth in the Letter to Shareholders filed as an Exhibit hereto.

ITEM "2. IDENTITY AND BACKGROUND

(a) This statement is filed by Golconda Corporation,

4201 West Peterson Avenue, Chicago, Illinois 60646.

(b) The Board of Directors of Golconda Corporation has

advised Cerro Corporation that it would recommend to its

shareholders that they tender their shares of Stock pursuant

to the terms of the Tender Offer. In addition, Golconda

has advised Cerro that it would provide Cerro with such

information deemed necessary to effect the Tender Offer.

ITEM 3. PERSONS RETAINED, EMPLOYED OR TO BE COMPENSATED

No person is to be employed, retained or compensated by

Golconda, or by any person on its behalf, to make solicitations

or recommendations to security holders with respect to the
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Offer to which this statement relates. Directors, officers

and regular employees of Golconda may make such solicitation

or recommendations but they will not be specially compensated

therefor.

ITEM 4. MATERIAL TO BE FILED AS EXHIBITS

(a) Form of letter of recommendation to shareholders of

Golconda Corporation, dated May , 1974.

ITEM 5. ADDITIONAL INFORMATION TO BE FURNISHED

Except as stated below, Golconda knows of no transactions

effected during the past 60 days by it, its subsidiaries,

their officers, directors, and affiliated persons in the

securities to which this statement relates.

On March 29, 1974, Cerro purchased 1,043,566 shares of

the common stock for $9,752,985.50 ($9.346 per share) from

the Reorganization Trustees of Westgate-California Corporation

and its subsidiary, Wescal Properties, inc. On April 19, 1974,

Cerro purchased 22,100 shares of the common stock as a block

at a net cost of $179,562.50 ($8.125 per share). As a result

of the foregoing purchases, which were made out of Cerro's

general corporate funds, Cerro owns approximately 38.3% of the

outstanding common stock and approximately 33.6% of the voting

stock of the Company. As a result of these purchases Cerro

may be deemed a parent of the Company within the meaning of

the federal securities law.
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Pursuant to a regular Monthly Investment Plan, a total

of approximately 48 shares of Common Stock were purchased

by six persons who are officers and/or directors of

Golconda.

Richard S. Sloma, an officer and director, disposed of

166 shares of Common Stock on March 20, 1974 at a price of

$6.50 per share.

S I G N A T U R E

I certify that to the best of my knowledge and belief

the information set forth in this statement is true,

complete and correct.

GOLCONDA CORPORATION

By.
John M. Stogin
Vice President

and
Secretary

May , 1974
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Special Meetings of the Stockholders

OF

GOLCONDA MINING CORPORATION

AND

ASTRO CONTROLS, INC.

TO BE HELD

BY GOLCONDA ON AUGUST 12, 1970

AND

BY ASTRO ON AUGUST 14, 1970

Joint Proxy Statement

OF

GOLCONDA MINING CORPORATION

AND

ASTRO CONTROLS, INC.

DATED: JUNE 30, 1970
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GOLCONDA MINING CORPORATION
ASTRO CONTROLS, INC.

Joint Proxy Statement
SOLICITATION OF PROXIES

This Proxy Statement is furnished to all record holders of the common stock of Golconda Min-
ing Corporation, an Idaho corporation (Golconda). and to all record holders of the common and pre-
ferred stock of Astro Controls, Inc., a Delaware corporation (Astro), in connection with a solicita-
tion of proxies, in the form enclosed, by the Management of each of said corporations, for use at
special meetings of their respective stockholders to be held on August 12, 1970 for Golconda and
on August 14. 1970 for Astro, and at any adjournments thereof. As set forth in the accompanying
notice of meeting, in each case, such meeting is being held'tor the purpose of considering and act-
ing upon a proposal for the approval and adoption of the Plan and Agreement of Merger dated as
of April 16. 1970 (Agreement of Merger) providing for the merger of Astro into Golconda (some-
times referred to as the Surviving Corporation), which shall survive the merger.

All of the information contained herein with respect to Golcnnda has been supplied hy the man-
agement of Golconda, and all of the information herein with respect to Astro has been supplied by
the management of Astro.

The enclosed proxy, provides that each stockholder may specify that his shares shall be voted
for or against the proposed merger. If properly executed and returned in time for the meeting, the
enclosed proxy will be voted for or against the proposal as directed in the proxy. Where no choice
is specified, the shares will be voted for the proposal. Any stockholder who executes and returns a
proxy has the right to revoke it, in writing, at any time before it is voted at the meeting or any
stockholder may revoke the proxy in person at the meeting. Affirmative votes of the holders of not
less than two-thirds of fie outstanding common stock of Golconda, and affirmative votes of the hold-
ers of not less than two-thirds of the outstanding common a.nd preferred stock of Astro, voting to-
gether as a class, are required for approval of the merger.

At the date of this Proxy Statement, the only matters which the respective Managements of
Golconda and Astro intend to present, or are informed that others will present, for action at the
special meetings, arc the proposed merger of Astro into Colconda. amendments to the Articles of
Incorporation and liy-Laws of Golconda, change in the n a t u r e of the business of Golconda and
authorizing application to the Securities and Exchange Commission for an Order of de-registration
of Golconda as an investment company all as specifically referred to in the notices of the meetings
and approving the appointment of Alexander Grant & Company as auditors of the Surviving Cor-
poration. Only the proposed merger of Astro into Golconda wil l be presented at the meeting of
Astro shareholders. This and the other matters above mentioned will be presented at the meeting
of Golconda^sharehoMers. If any other matters not presently known are presented at the meetings,
the accompanying proxy will be voted in accordance with the best judgment of the proxy holders.

The Board of Directors of Golconda has fixed the close of business on July 17, 1970, as the
record date Tor determining the holders of the common stock of Golconda who will be entitled
to notice of, and to vote at. the Golconda meeting. On that record date, Golconda will have out-
standing I,9,'i3,000 shares of common stock entitled to vote.

The Board of Directors of Astro has fixed the close of business on June 30, 1970, as the
record date for determining the holders of the common and preferred stock of Astro who will be
entitled to notice of, and to voto at. the Astro meeting. On that record date. Astro had 562,070
shares of common stock and 455,253 shares of preferred stock entitled to vote.

The transfer books of Golconda and Astro will not be closed as of the respective record dates.
Shares of Astro common and preferred stock held by persons not stockholders on the record date will
be exchanged as provided in the Agreement of Merger. (See "Exchange of Shares", page 2.)
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THE PROPOSED MERGER
The Agreement of Merger, which is attached as Exhibit I to this Proxy Statement, has been

unanimously approved by the Boards of both Golconda and Astro, subject to the affirmative vote of
not less than two-thirds of the outstanding common stock of Golconda and not less than two-thirds
of the common and preferred stock of Astro voting together aa a class. The Boards of Directors
of both corporations unanimously recommend to their respective stockholders that they vote for
the approval and adoption of the Agreement of Merger. The proposed merger will not be entered
into unless the shareholders of Golconda vote in favor of the proposal to change the nature of the
business of Golconda.
REASONS FOR THE PROPOSED MERGER

The Boards of Directors of both Golconda and Astro believe that the merger offers advantages
lo each of the organizations which would be in the best interests of all the respective stockholders.
To the Golconda stockholder, in the opinion of the Golconda Board, the merger offers the advantages
of business expansion and diversification through combinatioruwith a large, long-established enter-
prise in the areas of gas control devices, food service equipment, and ultra precision manufacture.
To the Astro stockholder, in the opinion of the Astro Board, the merger offers the combination
with an organization which has a substantial asset consisting of a marketable security listed on the
New York Stock Exchange, strengthens the financial position of Astro and offers a diversification
into the field of mining through stock ownership in various mining companies.

It is the present intention of the management of the Surviving Corporation to retain the Hecla
stock and other mining stocks unless circumstances change requiring another decision.
EFFECT OF MERGER

Under the terms of the Agreement of Merger, and as provided by the laws of Idaho and Dela-
ware, Astro will be merged into Golconda. The separate corporate existence of Astro thereupon
will cease. Golconda thereafter will continue to be a corporation organized under Idaho law, will
succeed to all the rights, properties, assets and business of Astro, and will be subject to and respon-
sible for all the debts and liabilities of Astro.
EFFECTIVE DATE OF MERGER

The effective date of the merger shall be the date on which the Agreement of Merger, together
with certification of stockholder approval as required by Idaho and Delaware law, is filed with the
Secretary of State of Idaho. It is planned that this filing will occur immediately after stockholder
approval is completed.
EXCHANGE OF SHARES
Factors Considered

The exchange ratio was established as a result of negotiations conducted between the Boards
of Directors of the two corporations on March 24, 1970 and certain preliminary work done prior to
that meeting. The factors considered in arriving at an exchange ratio were the comparative market
prices, earnings and asset values of the shares of the two companies.

The Boards of Directors of Golconda and Astro believe that the merger is in the best interests
of the two companies and their shareholders. The terms of the Merger Agreement are the result
of arm's-length negotiations between representatives of Golconda and Astro. Among the factor?
considered in setting the terms were the existing assets, liabilities and operations of Golconda and
Astro, earnings'of the respective businesses over a period of years, the current and recent market
prices of the common stock of Golconda and Astro and the benefits to be derived through diversifi-
cation and increased financial strength of the combined companies. The Boards of Directors of
the two companies belieV? that the basis for the exchange of Golconda Common Stock and Convert-
ible Preferred Stock for Astro Common Stock and Convertible Preferred Stock is a fair method for
effecting the merger and for establishing the relative participations of the shareholders of the two
companies in the combined enterprise.

The Illinois Company Incorporated, an underwriter for Astro, prepared a study which indi-
cated an exchange ratio in the range of 1.84 to 2.09 shares of Golconda for each share of Astro.

The boards were not in dispute as to the factors to be considered. The Golconda board gave a
greater weight to comparative asset market value and initially proposed an exchange ratio in the
range of 1.3 to 1.4 shares of Golconda for each share of Astro. The Astro board assigned greater
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weight to comparative < lings than to asset values and initial' proposed an exchange in the
range of 1.8 to 2.0 shares of Golconda for each share of Astro. Th ctual relative weight assigned
these factors and the actual final ratio was a compromise arrived at through a series of offers and
counter-offers between the respective Boards of Directors.
Recent Eventt

Since March 31, 1970, the market value of Hecla stock, the principal asset of Golconda, de-
clined by $5,708,175, from $20,929.975 to $15,221.800. based on 691,900 shares and the closing price
of Hecla on the New York Stock Exchange on June 29, 1970.

Net earnings of Astro for the six month period ended May 31. 1970 were $217,325 ($.21 per
share) as compared to earnings, before extraordinary items, of $471,315 ($.46 per share) and net
earnings of $713,566 ($.70 per share) in the comparable period of 1969.
Exchange

The description in this Proxy Statement of the terms and conditions of the Agreement of Mer-
ger is a summary only and is not intended to be complete and such summary is qualified in its en-
tirety by reference to the copy of the Agreement of Merger set forth as Exhibit I.

Each share of common stock of Astro will be exchanged for 1.5 shares of Golconda common
stock. Each share of preferred stock of Astro will be exchanged for one share of a new preferred
stock of Golconda, having voting rights, a cumulative annual dividend of $1.00 per share payable
quarterly, and will be convertible into 1.5 shares of common stock of Golconda.

Fractional shares shall not be issued, but the Board of Directors of the Surviving Corporation
may at its election (i) issue non-voting scrip for such fractional interest in such form as the Board
of Directors may determine, which scrip shall be exchangeable within a period of one year following
the date of its issue, together with other scrip, for one or more full shares of common stock, or (ii)
pay an amount in cash equal to the current market value of such fractional interest, calculated to
the nearest cent, computed on the basis of the last reported sales price for such common shares on
the Pacific Coast Stock Exchange on the effective date of the merger.

The issued and outstanding common stock of Golconda is listed for trading on the Pacific Coast,
Spokane, Salt Lake, Vancouver and the National stock exchanges. Application will be made for
listing on these exchanges of the shares of common and preferred stock of Golconda to be issued to
the stockholders of Astro.
DIVIDENDS ON GOLCONDA COMMON STOCK

In both 1968 atjd 1969 Golconda paid dividends of 12? per annum per share on its common
stock and has paid a dividend of 6£ per share on June 15, 1970. While there can be no assurance
that such dividends will be paid in the future, if earned, the Board of Directors of the Surviving
Corporation currently intends to pay dividends on £he common stock at this rate if earned, subject
to limitations by virtue of certain Loan Agreements and Debentures of Astro. (See "Astro-Loan
Agreements", pages 28 through 29 and "Astro-Convertible Subordinated Debentures", page 29.)
On April 30, 1970, Hecla announced it would not pay any further cash dividends during 1970.
Since dividends received from its holdings of Hecla common stock have, in recent years, been
Golconda's principal source of income, the historical dividend record of Golconda is not a reliable
indication of its future dividend policies nor capabilities.
TERMINATION, WAIVER OR AMENDMENT OF PROPOSED MERGER

The Agreement of Merger may be terminated at any time by the mutual agreement of the
Boards of Directors of Golconda and Astro, even after shareholder approval. If the Agreement of
Merger is terminated for any reason, all expenses incurred in connection therewith shall be borne
by the company incurring the expense. The consummation of the merger will require satisfaction of
certain conditions contained in the Agreement of Merger relating to such matters as necessary ap-
provals from regulatory agencies and lending institutions and the nonexistence of material inaccura-
cies in the financial statements of the respective corporations. The Boards of Directors of Golconda
and Astro reserve tn'b right, however, to amend, alter, change or repeal, by mutual agreement, any
provision contained in the Agreement of Merger except that no substantial change may be made to
paragraph 4 thereof relating to conversion ratios. Neither the management of Golconda nor that of
Astro currently know of any existing fact which would prevent their respective companies from
complying with all the requirements imposed upon each of them by the Agreement of Merger.
AMENDMENT OF ARTICLES AND BY-LAWS OF THE SURVIVING CORPORATION

The stockholders of Golconda will be asked to approve the amendment of the Articles and
By-Laws of Golconda to read in the manner set forth in Exhibit I attached to this Proxy State-
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nient. By such amendment, the following material changes will be nuulc in (julconda's Article-
and Hy-Laws:

(a) The name of the corporation will be changed to Golconda Corporation to reflect its
broadened business activities.

(b) The authorized purposes of the company will be broadened to include the manufac-
turc and other dealings in and with precision machinery, electronic equipment, control devices,
food-serving facilities and other goods.

(c) The authorized capital of Golconda will be increased to 8.500,000 shares and a second
class of stock, a convertible preferred stock, will be created. (See "Description of Surviving
Corporation's Capital Stock", page 5.)

(d) Golconda stockholders will have no pre-emptive rights to purchase or subscribe to
shares subsequently issued, except in the discretion of the Board of Directors. Golconda stock-
holders currently have pre-emptive rights.

(e) All or substantially all of the property and assets of Golconda may be sold, leased or
exchanged upon approval by vote of the major i ty of the outstanding voting stock of the com-
pany. The current Articles and By-Laws of the company require the affirmative vote of two-
thirds of the outstanding voting stock to approve such action.

(f) The permitted number of Directors of the company will be increased from five to not
less than ten nor more than fifteen, and the requirement that the Directors be stockholders is
eliminated.

(g) The location of the annual stockholders meeting will be changed from Wallace, Ida-
ho, to Chicago, Illinois, or such other location as is determined by the Board of Directors.

(h) The date of \he annual stockholders meeting will be changed from the last Tuesday of
March to the third Friday of April of each year.

(i) Regular meetings of the Board of Directors may be held without notice at such time
and place as is determined by the Board. The current By-Laws specify dates for regular meet-
ings of the Board of Directors.

(j) The company will indemnify its officers against reasonable costs, expenses, judgments,
fines and other amounts paid in settlement of. certain types of actions, suits or proceedings, in-
c luding counsel fees paid in connection therewith. Golconda's current Articles and By-Laws
make no provision for such indemnification.

PROPOSED CHANGE IN THE NATURE OF THE BUSINESS OF GOLCONDA
At the special meeting of Golconda. Golconda's management will propose the adoption of a

proposal to change the nature of Golconda's business and to authorize the otliccrs nf the corpora-
tion to make application to the Securities and Exchange Commission for an order dorogistering
the corporation as a closed-end investment company under The Investment Company Act of 1940.
Management's proxyholders intend to vote the proxies given to them in favor of this proposal.
The af f i rmat ive vote of a major i ty of Golconda's outstanding shares wi l l be required for approval.

If the appl icat ion to the Commission for a determination that Golconda has ceased to be an
"investment company" is granted, the existing registration of Golconda under the 1940 Act will
cease to be in effect. Upon that occurrence the shareholders of Golconda will no longer have the
benefit of numerous provisions and restrictions contained in the 1940 Act. Among other things,
the 1940 Act requires disclosure of fundamental investment policies of the investment company
and shareholders' approval of any change in such policies or in the nature of its business. The
1940 Act contains a number of provisions regarding the qualifications a/id affiliation of the mem-
bers of the-Board of Directors of an investment company, including limitations on the number of
directors that can be aff i l ia ted with an investment advisor or principal underwriters of the invest-
ment company and on the number of directors that can be aff i l ia ted with one bank. There are pro-
hibitions on piirchasing'sccurities on margins, participating in joint trading accounts and making
short sales. Investment advisory and underwri t ing contracts must be in writing and must be
periodically approved by shareholders or. under some circumstances, by the Board of Directors of
the investment company. Transactions between the investment company and any affiliates of the
investment company, its principal underwriters or investment advisors are subject to extensive
prohibitions. Arrangements for custody of investments must be approved by the Commission. The
issuance of senior securities 'and the borrowing of funds is subject to detailed limitations and the

LS 000246

Golc - CDA dm - 0246



issuance of stock option? is prohibited. The pyramiding of ownership of investment companies is
prohibited and retention of outstanding shares is subject to restriction. No shares of an investment
company may be issued for property other than cash or securities. Plans of re-organization may
be subject to review by the Commission to determine the fairness thereof. Finally, an investment
company is subject to the proxy rules relating to the solicitation of proxies, the insider trading
provisions of Section 16 of the Securities Exchange Act of 1934 and to periodic reporting require-
ments.

Since Golconda is al«o registered under the Securities Exchange Act of 1934. notwithstanding
determination by the Commission that Golconda is no longer an investment company, it will con-
tinue to be subject to the proxy rules, the insider trading provisions and the periodic reporting
requirements applicable to publicly held companies at least so long as its securities continue to be
listed on a national Securities Exchange or it continues to have more than 300 shareholders.
.CHANGE OF ACCOUNTANTS

Golconda management will also propose the adoption of a resolution approving the appoint-
ment, by a majority of the independent directors, of Alexander Grant & Company to replace
P. R. O'Shaughnessy as independent auditors for the company, to take effect if the proposed
merger of Astro into Golconda is carried out. This step is required because the merger will result
in Golconda. as the Surviving Corporation, having major operational divisions located in the
Chicago. Illinois, area and elsewhere in the eastern United States. P. R. O'Shaughnessy is a sole
practitioner with offices in Ellensburg. Washington. Alexander Grant & Company is a national
accounting firm with offices in Chicago and other major cities and has no direct or indirect finan-
cial interest in Golcond* or Astro. Management's proxyholders intend to vote the proxies given
to them in favor of this resolution. The affirmative vote of a majority of the shares represented
and voting at the meeting will be required for approval.
CHANGE OF NAME AND PRINCIPAL PLACE OF BUSINESS

Business shall be conducted under the name of Golconda Corporation and the principal place
of business of Golconda shall be located at the executive offices at 8550 West Bryn Mawr Avenue,
in Chicago, Illinois.
TAX CONSEQUENCES OF THE MERGER

The merger is a statutory merger under the laws of Idaho and Delaware. The Boards of Di-
rectors of Golconda ano* Astro have received opinions from their counsel (LeSourd, Patten &. Slem-
mons and Linde, Thomson. Van Dyke, Fairchild & Langworthy, respectively) that the merger will
constitute a tax-free reorganization under the applicable provisions of the Internal Revenue Code
and will not result in a taxable gain or deductible loss to Golconda, Astro, or to the shareholders of
Golconda or to the shareholders of Astro. In the further opinion of said counsel, the cost basis and
holding period of Golconda common stock and preferred stock received by the former shareholders
of Astro will be the same as that for the Astro shares given in exchange.
DIRECTORS AND OFFICERS OF THE SURVIVING CORPORATION

The Board of Directors of the Surviving Corporation wil l consist of fourteen members, nine of
whom are presently directors of Astro, four are presently directors of Golconda and the remaining
one is neither a director of Golconda nor Astro. (See "Golconda Corporation The Surviving
Corporation—Management", page 19.)

The officers of the Surviving Corporation will be the present officers of Astro plus Mr. Wray
Featherstone, now president of Golconda. who will become a vice-president of the Surviving Corpo-
ration and Mr.'D. L. Hess, now secretary and treasurer of Golconda, who will become an assistant
secretary and assistant treasurer of the Surviving Corporation.

DESCRIPTION OF SURVIVING CORPORATION'S CAPITAL STOCK
INTRODUCTION

Gofconda's Articles of Incorporation, as amended, will permit the issuance of 7,500,000 shares
of common stock without par value. Of the 7,500,000 shares of common stock, 1,933,000 shares are
presently outstanding with 5,567,000 shares remaining available for other uses. Each share of
common stock of Astro will be exchanged for one and one-half (1.5) shares of Golconda common
stock. Upon the issuance of such shares of Golconda common stock under the proposed Agreement
of Merger. 2,776.105 such shares will then be outstanding. This does not include 1,572,898 shares
of common stock which are reserved for issuance as follows: 466,875 shares upon conversion of
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the Astro Debentures; G82.880 shares upon conversion of the Astro preferred stock currently
outstanding: 11.-16G shares upon conversion of the Astro preferred stock issuable upon exercise
of options; and 411.677 shares upon exercise of warrants for the purchase of Astro common stock.
(See "Astro—Stock Option Plan and Warrants," page 26 and "Astro—Convertible Subordinated
Debentures," page 29.) This leaves 3,150,997 common shares available for other uses.

Golconda's Articles of Incorporation, as amended, also will permit the issuance of 1,000,000
shares of preferred stock having a par value of $1.00 per share. Out of these 1,000,000 shares of
authorized convertible preferred stock, no shares have been issued. Each share of preferred
stock of Astro shall be exchanged for one share of the preferred stock of Golconda. There were, as
of June 30. 1970. 455,253 shares of preferred stock of Astro outstanding. This does not include
7,644 shares reserved for exercise of Astro options. Upon the issuance and reservation of such
shares of Golconda preferred stock under the proposed Agreement of Merger, there will be
537,103 preferred shares remaining for other uses.
PREFERRED STOCK

The following is a summary of the principal terms and provisions of the preferred stock of
the Surviving Corporation.
Dividend Rights

Holders of the preferred stock are entitled to receive, prior to dividends on the common
stock, cumulative cash dividends at the rate of $1 per share per annum. Payment of such dividend*
however is restricted under the Debentures and certain "Loan Agreements". (See "Astro—Loan
Agreements." page 28-and "Astro—Convertible Subordinated Debentures," page 29.)
Voting Rights

Each holder of the preferred stock is entitled to one vote for each share held and may vote
cumulatively for the election of directors. The preferred stock and common stock vote together
as one class.
Liquidation Rights

Upon any liquidation, dissolution or winding up, before any distribution shall be made to
the common stock, the holders of the preferred stock shall be entitled to receive $42.00 per share
where such event is voluntary and $37.50 per share where such event is involuntary plus an
amount equal to dividends accumulated and unpaid thereon, whether earned, declared or not.
Redemption Provisions

The preferred stock is callable for redemption at $37.50 per share at any time after May 5,
1974, in whole or in part, at the option of Golconda on thirty (30) days' prior written notice, plus
an amount eqiuil to dividends accumulated and unpaid thereon, whether or not earned or declared
by the Surv iv ing Corporation. So long as amounts are owed under the Debentures and certain
"Loan Agreements" mentioned above, redemptions are restricted thereunder.
Conversion Rights

At any time, each share of preferred stock may be converted at the option of the holder into
common stock *t the rate of one share of preferred stock for one and one-half (1.5) shares of
common stock. The conversion rate is subject to adjustment from time to time upon the occurrence
of specified events in order to prevent dilution of the conversion privilege.
General

The preferred stock is not liable for further calls or subject to assessment. It has no pre-
emptive or otter subscription rights.
COMMON STOCK

The following is a summary of the principal terms and provisions of the common stock of
the Surviving Corporation.
Voting Rights

Each share of common stock is entitled to one vote with cumulative voting rights for the
election of directors and votes together with the preferred stock as one class.
Pre-Emptive Rights

The holders of common stock will not be entitled to any pre-emptive rights to subscribe for
or purchase any class of slock of the Surviving Corporation.
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Liquidation Rights
In the event of liquidation of the Surviving: Corporation, the holders of common stock will

be entitled to any assets of the Surviving Corporation remaining after satisfaction of all of its
liabilities and the liquidation rights of the holders of preferred stock.
General

The common stock is not liable for further calls or subject to assessment
MARKET PRICES OF STOCK

The shares of Golconda common stock are listed for trading on the Pacific Coast Stock
Exchange as well as other exchanges.

Astro's Preferred and Common stocks have been traded in the over-the-counter market since
May 6. 1969. Upon the effectiveness of a-consolidation one share of Astro's Convertible Preferred
Stock was issued in exchange for each share of Eastian's Common Stock (excluding Bastian shares
held by Pioneer) and one share of Astro's Common Stock was issued in exchange for each share of
Common Stock of Pioneer and of Kepco. (See "Astro—Business. History, and Property" page 30.)
Bastian Common Stock was traded on the Midwest Stock Exchange, Pioneer Common Stock was
traded in the over-the-counter market and the 34 shares of Kepco Common Stock were held by
one stockholder.

Following are the high and low bid prices for the Common Stock of Pioneer, as reported
by the National Quotation Bureau, Inc., and the high and low sales prices for the Common Stock
of Bastian on the Midwest Stock Exchange for the periods indicated.

, Pioneer Baitiait
Bid Sales

Period High, Low High Low

1063
First Quarter 12*4 &\ 21i/2 !8>/2
Second Quarter 26-H 13-H 26>/» 21
Third Quarter 32>,<, 24'4 35V-. 26'A
Fourth Quarter 43 28V-> 37 29

1069
First quarter 40 25 35 26V'.
Through May 5 33 27 31 25

Following are the high and low sales prices for the common stock of Golconda on the Pacific
Coast Stock Exchange and the high and low bid prices for Astro's Common and Preferred Stocks,
as reported by the National Quotation Bureau, Inc., for the periods indicated.

GOLCONDA H,-rla ASTRO
Common Ct»n>non Common Preferred

Sales Solrf Biff Bid
Period tligH Low High Loiu High Low High Low
1U6S

First Quarter 22 137'n 37>X.* 25H*
Second Quarter 24 16«/i 4li/8* 34>.-:.*
Third Quarter 19«/t ISV's 41 Vi 30H
Fourth Quarter 21 13V.. 387tt 30-/8

1069
First Quarter 20 14U 37'/. 30%
Second Quarter 15 8-H 32% 2V\ 27V-' 17LC. 27i/. 19
Third Quarter-- U\\ 8 30"t 171.4 22 14 22 15»/.
Fourth Quarter 13% 8% 3314 26W 20 14i/2 21 16"

1070
First Quarter ...t 12H 9>:. 33"/K 25-'i, 18 14 18 14
Through June 26 . ' Iiy8 4'h 31 18i,i 15 8'/v 15 10
* Adjusted for 2-for-l split on May 10, 19C8.

On June 26, 1970, the most recent trading date for Golconda. the closing price on the Pacific
("oast Stock Exchange for Golconda common was 7. On June 29, 1970 the closing price on the
New York Stock Exchange for Hecla common was 22. On June 29, 1970 the high and low bid
prices reported by the National Quotation Bureau, Inc. were 1.1 and 10-yr, respectively, for the
Axtro common and ll1/.. and 11, respectively, for the Astro preferred. The Astro quotations, as
well us those for Pioneer Common stock, represent prices between dealers and do not represent
actual transactions, nor do they include retail markups, markdowns, or commissions.

n
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CAPITALIZATION
The following table sets forth the capitalization of Golconda Mining Corporation and Astro

Controls, Inc. as of May 31, 1970. except for the stockholders' equity section which is as of March
31, 1970, and the pro forma capitalization of Golconda Corporation which would result if the
proposed merger had been consummated on that date. This table should be read in conjunction
with the Pro Forma Combined Condensed Balance Sheet at March 31, 1970, included elsewhere
in this Proxy Statement.

Goleondo,
Mining

Corporation

Short-term debt
Current maturities of long-term debtU)

Nous payable to bank at a rate of H9« above the
current prime rate of 8^

Due J.inunry 15, 1971(3) * —
Due January 15,1971 • —
Due May 1, 1971 — *

10% first mortgage loan(3) —
Notes payable to banks at various interest rates from

8 % t o 9 V i ' r « 2.360,000

Total short-t«rm debt 2,300,000
Long-term debt

Note payable to bank at a rate of H % above the current
prime rate of 8% due Aiigust 1, 1976 —

lOTc first mortgage loan due April 1, 1990(3) —
T7f subordinated notes payable to insurance companies

due January 15. mat (2) ' —
77r convertible subordinated debentures due January

1, 1990(2) . . —

Total long-term debt

TOTAL DEBT
Stockholders' equity (March 31, 1970)

Subsequent to merger(4)
$1 Cumulative convertible preferred stock — author-

ized, 1,000,000 shares of $1 par value, 456,393 shares
to be issued and outstanding: (redemption value
$17,114,738) $ _

Common stock—authorized, 7,500,000 shares of no par
value; issued, 2,830,520 shares —

Historical
Common stock—authorized. 2,000,000 shares of $.10

par value, all of which are issued
$1 Cumulative convertible preferred stock — author-

ized. 600.600 shares of Jl par value; issued and
outstanding, 456,393 shares (redemption value,
$17,114.738) (5) .

Common stock—authorized, 2,000,000 shares of no par
value; issued and outstanding, 559,680 shares at a
stated value of $1 per share (5)

Additional contributed capital
Retained earnings

Less treasury stock—at fost (67,000 common shares) ...

Warrants (6)
Warrants expiring August 27, 1971, each to purchase

one share of common stock at $30 per share ($20 per
shares as adjusted)

Warrants expiring January 15, 1979, each to purchase
one share of common stock at $21.75 per share ($14.50
per share as adjusted

8

200,000

Attro
Contrail,

Inc.

U24.000
426.664

Pro forma
adjiittmmtt

inerratr
(Hrerrotc)(J)

$(1424.000) (a)
(42(1.654 ) ( a )
100.000 (a)

46,366 —

1,797,010 (1.650,654)

Goleondot
Corpora-

tion

$ —

100,000
46,350

2,300.000

2,500,356

2,945,661

4,000,000

4,980,000

1,650,654 (a)

$11,925,601 $ 1.650.054$ —

$2.300,000 $13,722.071 $ _

1,650,654
2,945,661

4.000.000

4,980.000

$13,576.315

$16,082,071

$ — $ 456.393 (d) $ 456,393

200.000
559,080

(b)]
(c)l

759,680

450,393

559,680
6,529,803
11,823.149

19,309,025

(200,000) (b) —

(456,393) (d) —

(559.080) (c) —
184,142

3,105,773

3,489,915
485,600 — —

$3.004.315 $19,309,025 $ ~

6,713,945

14,928,922

22,858,940
485,600

$22,373.340

78,750 39475 (e) 118,125

195,701 97351 (e) 293,552
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NOTES TO CAPITALIZATION

(1) The pro forma adjustment* give effect to the following:

(a) To reflect the proposed receipt and application of the proceeds under a term loan agreement in an
amount not to exceed $2,000,000 with the Central National Bank in Chicago. The term of tho loan is five year*
with principal payment* of $100,000 due in seventeen quarterly instalments beginning May 1, 1971 and the bal-
ance of principal payable August 1, 1975. Interest is payable quarterly at the rate of H7« over the prime rate
existing from time to time. The loan may be prepaid without penalty unless prepaid out of borrowing, in which
case a penalty of 17« is payable. This term loan agreement is subject to the conditions of the 7% Subordinated
Notes payable to the insurance companies. (See "Astro—Loan Agreement.") The proceeds of this term loan will
be used to pay the balance due on the notes payable to the bank due January 15, 1971.

(b) To reflect the conversion of common stock of Golconda for the newly authorized common stock of
Golconda on a share for share basis.

(c) To reflect the exchange of one and one-half share* of Golconda'* common stock for each share of Astro'*
common stock.

(d) To reflect the exchange of one share of Golconda's cumulative convertible preferred stock for each
share of Astro's cumulative convertible preferred stock. (Astra's preferred stock is convertible into common
stock on a one for one basis whereas Golconda's preferred stock will be convertible into common stock on a one
for one and one-half basis).

(e) To reflect the increase iir-common stock issuable upon the exercise of warrants upon the exchange of
one and one-half shares of Golconda's common stock for each share of Astro's common stock.

(2) Reference is made to note E of Notes to Financial Statements of Astro Controls, Inc. included elsewhere
herein for details regarding covenants and restrictions under long-term debt obligations.

(3) Astro has obtained a 20 year 10% first mortgage loan of $3.000,000 on property located in Chicago, Illinois,
see "Astro—Plants and Property." Monthly payments of $28,975 will be applied first to the payment of interest and
the balance to the payment of principaLJThe mortgage loan may be prepaid in its entirety after the tenth loan year
on any interest date, with the payment of a premium of 57« during the eleventh loan year, declining one-half of 17«
per year thereafter. The mortgage also provide* that Astro will not lease or sell all or substantially all of its asset*
or merge with or into any other company without the mortgagee's prior written consent; provided, however, if such
consent is withheld Astro has the right to prepay the balance plus 5%. Astro believes that this consent will be given
but the mortgagee is reserving consent until a time just prior to the proposed merger. The proceeds of the mortgage
were used to reduce a $4,100,000 note payable to the bank due January 15, 1971.

(4) Does not include 7,644 shares of cumulative convertible preferred stock which will be reserved for exer-
cise of options, and 1,5*6,483 authorized but unissued shares of common stock which will be reserved for issuance
as follows: 468,750 shares upon conversion of the Debentures; 684,590 shares upon conversion of the cumulative
convertible preferred stock currently outstanding; 11,466 shares upon conversion of the cumulative convertible pre-
ferred stock issuable upon exercise of options; and 411,677 shares upon exercise of warrants for the purchase of
common stock. Reference is made to "Astro—Stock Option Plan and Warrants" contained elsewhere herein.

(5) For information regarding Astro's shares reserved for issuance see Note I of Notes to Financial State-
ments of Astro included elsewhere herein.

(6) For further description of the terms of the Warrants, see "Astro—Stock Option Plan and Warrants" con-
tained elsewhere herein.

(7) For information concerning long-term lease* see "Astro—Plant* and Property."
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GOLCONDA CORPORATION (SURVIVING CORPORATION)
PRO FORMA STATEMENT OF EARNINGS (UNAUDITED)

The following pro forma combined statement of earnings givea effect to the proposed combi-
nation of Golconda and Astro on a pooling of interests basis. This statement should be read in
conjunction with the financial statements of the constituent companies and the related notes
thereto and the pro forma combined condensed balance sheets included elsewhere in this Proxy
Statement

000'$ omitted, except for prr^ihare data

Net sales from manufacturing operations

Gross pro At from manufacturing

Selling, general and administrative expenses
Operating profit from manufactur-

ing operations
Investment revenues

Net realized gain on sale of investments ....

^

Other income (deductions)
Interest expense
Sundry — net

.

Income taxes (principally Federal)

Earnings applicable to "purchased" portion of
acquired company *

Extraordinary items

NET EARNINGS

Weighted average shares outstandinp(b)
Earnings per common share and common equiv-

alent share(b)
Earnings before extraordinary items

NET EARNINGS

190S
$ 38,374

20 324

9,050
5,099

3,951

318
144

462

4,413

(73)
243

170

4,583
1.971

2,612

894

1,718

1 1.718

3,374.804

$.51

$.51

Fitea
iset

$ 41.588
32,340

9,242
6,386

3,856

291
9G3

1,254

5,110

(141)
241

100

5.210
2,119

3,091

822

2,269
141

$ 2'.410

3,345,103

$.68
.04

$.72

I prn'orfi
issr

$ 38,342
30 014

8,328
"1445

2,883

282
169

441

3,324

(2551
2G9

14

3,338
1,367

1,971

505

1,466

$ 1.466

3.314,830

$.44

$.44

tnded(a)
1961

"$ 39228
31 198

8030
6.788

2,242

284
248

532"

2,774

(407)
327

(80)

2,694
1,092

1,602

395

1,207
78

$ 1.28S

3.313,038

$.37
02

$.39

tnmt
"$ 43.C7C

S3 825

9.8S1
6,572

3,279

310
38

348

3,627

(1.151)
317

(834)

2,793
1484

1,509

1,509
280

$ 1.789

3,457,059

$.44
.08

$.52

Period
Mar ell

19C9
$ 12.GG7 $

9,715

2.952
2,036

916

75
7

82

998

(3<U)
121

(240)

758
3G7

391

391
242

$ 633 $

3,454.944 3~

$.11
07

S.18

ended
31.(a)
'1370
13.353
10,352

3,001
2,313

688

76

76

764

(384)
36

(348)

416
188

228

228

223

457,100
=^=

$.07

$.07

(a) The pro forma combined statement of earnings for the five years ended in 19G9 includes the results of
operations uf Golconda and Astro for their respective fiscal years (see the statements of earnings of the constitu-
ent entities included elsewhere herein).

The period ended March 31, 19G9 and 1970 combines the operations of Golconda for the three months ended
March 31, 1969 and 1970 with the operations of Astro for the four months then ended.

(b) The earnings per common share and common equivalent share are based on the weighted average of the
outstanding common shares and common equivalent shares of the respective companies after giving effect to the
proposed merger. The proposed new class of cumulative convertible preferred stock will be considered a common
stock equivalent, accordingly, the annual preferred dividend requirement has not been deducted from net earnings
to arrive at earnings available for common shares. The shares issuablc upon the conversion of the convertible Sub-
ordinated debenture.*; or the exercise of stock options and warrants have not been used in the computation of per
share data because the present effect would be antidilutive.

On April 30, 1970, Hecla announced it would not pay any further cash dividends during 1970.
Since dividends received from its holdings of Hecla common stock have, in recent years, been
Golconda's principal sourde of income, the historical dividend record of Golconda is not a reliable
indication of its future dividend policies or capabilities.

10
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GOLCONDA MINING CORPORATION

STATEMENT OF INCOME

The following statement of income of Golconda Mining Corporation for the five years ended
December 31. 196!>, has been examined by P. R. O'Shaughnessy, an independent certified public
accountant, whose opinion thereon appears elsewhere in this Proxy Statement.

The statements for the three-month periods ended in 1969 and 1970 have not been examined
by independent certified public accountants; in the opinion of Golconda. all adjustments (which
include only normal recurring accruals) necessary to present fairly the results of operations for
such periods have been made. This statement should be read in conjunction with other financial
statements and related notes included elsewhere herein.

INVESTMENT INCOME
INCOME

Dividend income:
Hecla Mining Company
Gulf Resources and

Chemical (formerly
The Bunker Hill Com-
pany) .

Other
Interest income
Miscellaneous

Total

EXPENSES
Interest
Salaries
Office ....
General
Mine and mill

Total

NET INVESTMENT INCOME ....

REALIZED GAIN ON
INVESTMENTS

Aggregate sales price

Book cost .

Gain on sales ^

Less income taxes (b)

NET REALIZED GAIN ON IN-
VESTMENTS

TOTAL I N C O M E t

EARMNCS'PER SHARE(C)

1'ro Forma Earnings per
»harc(J )

CASH DIVIDENDS PAID PER
SIIAAC or COMMON STOCK .

196S

$ 305,537

%

65,316
198

2,252

433,303

59.777
21,750
23.975

4,974
5,200

115,670

$317,027

* 535,887

391.796

144,091

63,056

$ 91,035

$ 408,662

$.20

$.23

S.07

V«<*r

1960

$ 305,655

20,226

10,566
5,480

401,927

42,014
21,800
26,907
15,312
5,331

111.364

$ 290,563

$1,718,805

755,625

963,180

253,220

$ 709,960

$1,000,523

$.52

$.54

$.09

Ended Drcnnhrr 31.
HOT

$ 389,790

6,130

6,708

401,628

39,311
25.632
28,369
22,067

4,575 .

119,954

$281.674

$ 490,534

331.315

159,219

28,836

1 130.384

$ 412.058

$.21

$.23

$.11

136*'

$ 427,980

5,41)2
9,081

2,175

444.728

70.198
37.050
32,286
14.334

6,537

100.405

$ 284.323

$ 350,623

102.446

248,177

50.924

$ 197.253

$481.576

$.25

$.29

$.12

TAr«< Month*
Ended March SI,

1369

$ 479,080

3,998
7,685

61

490,824

73. 675 (a)
39,000
40,325
22.275

5,077

180,352

$310,472

$ 48,626

10,316

38,310

$ 38,310

$3-18.782

$.18

$.22

$.12

1969 _ 1370
(Unaudited)

$ 115.833 $ 121.083

1,332 488
316 940

— 60

117,481

18.40G
9,750
9,809
4,284

523

42.802

$ 74.589

$ 9,107

1.548

7,559

$ 7.559

$ 82.148

$.04

$.05

$ —

122,561

22,532(a)
10.834
9.646
2,601

633

40,196

$ 70,365

$ —

$ —

$ 76,365

$.04

$.05

$ -

11
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(a) Durinft 1969, interest in the amount of $75.200 wa» capitalized a* eo«t of investments. If this amount
had been chartrod to expense, total income for 1969 would be $276,582 or $.14 per share. Interest capitalized to th«
cost of investments for the three month* ended March 31. 1970 wu $30,037 or $.02 per share.

(b) The Internal Revenue Service has examined the federal income tax returns filed by the Company for the
years 1962 through 19C6, and has proposed additional tax of $276,571. The Company has contested this proposed
liability and has filed a petition with the Tax Court. Returns for 1967. 1963 and 1W9 have not been audited. For
further information see "Golconda Mining Corporation—LITIGATION AND FCPCTAL INCOME TAX" No liability for in-
come taxes was incurred in 19C9 because income after exclusion of 85% of dividends received did not exceed txpenae*.

(e) Earnings per share is baaed upon the weighted average shares outstanding during the period*,

(d) Pro forma earnings per share aasumes the capitalization of all interest.

I
Unaudited results of Golconda's operations for the five> month period ended May 31, 1970 show

total net earnings of $104,505 or $.05 per share after capitalization of interest in the amount of
$50,412. Net investment income was $38,287 and realized train on sales of investments was $66,218.
Had all interest incurred l>een capitalized, total earnings would have been $142,087 or $.07 per
share. These results compare with total earnings of $193,511 or $.10 per share for the five month
period ended May 31, 1969 after capitalization of interest in the amount of $18,400. Net investment ,
income was $170,701. and realized gain on sales of investments was $22,810. Had all interest
been capitalized total earnings would have been $220,668 or $.11 per share.

In recent years dividends received from Hecla have constituted Golconda's principal source
of ordinary income. On April 30, 1970 management of Hecla announced it would pay a 2% stock
dividend in lieu of its usual quarterly cash dividend. Hecla further announced that it does not in-
tend to pay any future cash dividend for the remainder of 1970.
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ASTRO CONTROLS, INC. AND SUBSIbiARIES
CONSOLIDATED STATEMENT OF EARNINGS

The consolidated statement of earnings for the two years ended November 30. 1969 has
been examined by Alexander Grant & Company, independent certified public accountants, whose
opinion with respect to the year ended November 30, 1968 is based in part on the report of Price
Waterhouse & Co. The consolidated statement of earnings for the three fiscal years ended 1967/8
combines the operations of the constituent entities (Pioneer and Bastian) for their respective fiscal
years ended April 30 and November 30 as described in Note (a) below and has been examined
as to compilation only by Alexander Grant & Company. The financial statements of Pioneer and
Bastian have been audited by Alexander Grant & Company and Price Waterhouse & Co.. respec-
tively. The opinions of the independent accountants are included elsewhere herein. The statements
for the four-month periods ended in 1969 and 1970 have not been examined by independent certi-
fied public accountants; in the opinion of management, all adjustments (which include only normal

•recurring accruals) necessary to present fairly the results of operations for such periods have been
made. This statement should be read in conjunction with the consolidated financial statements and
related notes included elsewhere herein. ono-t ommed, except for ptr i*ore data

Fi*col year cndcd(a)

Net sales
Cost of goods sold . ..>

Gross profit
Selling, general and administrative expenses .

Other income (deductions)
Interest expense .
Sundry— net -

Income taxes (principally Federal)

Earnines of Bastian before extraordinary item
applicable to common shares purchased by
Pioneer (a) .. . ...

Earnings before extraordinary
items

Extraordinary items(b) .

NET EARNINGS .
Earnings per common share and common

equivalent share (c)
Earnings before extraordinary itema ...
Extraordinary items

NET EARNINGS
Cash dividends per share (from date of

consolidation May 6, 19G9(a))
Preferred stock

Common stock
NOTES:

lass it

$ 38.374
29,32-1

9,050
5,099

3,951

(73)
243

no"-
4,121
1,918

2,203

894

1,309

* 1,309

$ 1.42

t 1.42

19SO/7

$41.588
32,346

9,242
5.38G

3,856

(141)
241

100"
3,956
1,866

2,090

822

1,2G8
141

$ 1,409

$ 1.38
.15

t 1.53

1367/1

$ 38,342
30,014

8,328
5,445

2,883

(255)
2C9

14~

2,897
1,338

1,659

505

1,054

$ 1,054

$ 1.14

$ 1.14

FiteoJ. year endtd
November SO,

l»88(a)

$ 39228
31.198

8.030
6.788

2,242

(407)
327

(80)

2,162
1.041

1.121

395

726
78

J 804

$ .79
.08

1 .87

19C9

$ 43,676
33,825

9,85r
6,572

3,279

(1,151)
317

(834)

2,445
1,284

1,161

1,161
280

1 1,441

$ 1.14
.28

$ 1.42

$ .60

$ —

four monthi ended
March 31,

1969
(unau-
dited)

$ 12,C,67
9,715

2,952
2.036

916

(361)
121

(240)

676
367

309

309
242

$ 551

S .30
.24

t .54

1970
(unau-
dited)

$ 13,353
10,352

3,001
2,31.1

688

(384)
3G

(348)

340
188

152

152

$ 152

$ .15

* .15

* .60

$ —

(a) Astro Controls, Inc. (Astro) is the result of a combination, on a partial pooling of interests basis, of Pioneer
Astro Industries, Inc. (Pioneer) and The Bastion-Blessing Company (Bnstian) as of May 5, 19C9. Accordingly, the
portion of net earnings and extraordinary item relating to the 417r of Bastian Common Stock acquired through cash
purchases by Pioneer has been excluded from the net earnings of the Company for all periods prior to November 30,
1968, which was the date Pioneer had acquired all of its 41'/'o investment in Bastian.

Prior to their consolidation into Astro, Bastian and Pioneer reported on fiscal years ended November 30 and
Apri l 30, respectively. Accordingly, for presentation purposes the earnings of Bastian for the three years ended
November 30, 1907 have been combined with those of Pioneer for the three years ended April 30, 19G8. The Com-
pany adopted the fiscal year of Bastian and for comparative purposes, the operations of Pioneer have been restated
to a twelve month period ended November 30, 1968 and have been combined with the operations of Bastian for the
year then ended. As a result of this restatement, the operations of Pioneer (Net sales and Net earnings of $2406,499
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and JK.4 790 respectively) have been included both in the Fiscal year ended 19(57/8 «nd in the Fiscal year ended
November 30 10C.8. This duplication has been adjusted for in the Coniolidated Statement of. Retained Earnings.

The Net sale* and Net earnings of the respective entities prior to their consolidation into the Company ar« »»
>wi:

Fifea.1 iirnr f tided

Net sales

Total
Earnings before extraordinary item and amount

portion of Bastian "purchased" by Pioneer

Earnings of Rastian before extraordinary item
common shares "purchased" by Pioneer ...

Earnings before extraordinary item . ...
(b) Extraordinary items consist of the following:

Investment tax credit carry-forward

Gain on sale of portion of operations and
of wholly-owned subsidiary*

Gain on sale of common stock investments

Applicable Federal income taxes

applicable

applicable

1965/8

134,861
3,513

1 38.374
to "•"*••

$ 2,181
22

2l>bT
to

804
"$ U09

Fiifil vur rWrrf

JSfi.t/7

$ 23
174

197

50
SHI

1HS7>8

*—

—
—

t—

19CS/T

$ 37,071
4.517

} 41.588

* 2,006
84

2,000

822

196T/S
^^^ •̂"̂ •••M

% 33.001
5.251

$3042"

f 1,232
327

1.559

605
$1,268 f 1.054

Fiiteal year rndcd
Hovfmber 30,

196*

>-

103

103
25

* 78

19C3

$—

60
334
384
104

S280

Fit cat year
rnrfrrf .Vo-
vemhrr 3f),

1913

I 34.200
6,028

139.228

$ 962
169

1,121

395
9 72C

Four mnntHi
Ended

March .11,
1163

>—

334
334
92

S242

* The operations and assets sold pertained to B B Imperial, Inc., a wholly-owned subsidiary of Bastian. and
were immaterial in relation to consolidated sales and income in nil periods. Only Mi1", of the (tain repre-
senting the portion of Bastian's operations accounted for as a pooling of interests is included for 1968. For
aildition.il information see "Business—Food and Beverage Equipment Division."

(c) Per share data is based on the total shares of the Company's common stock and cumulative convertible
preferred stock outstanding dur ing the respective periods on a weighted aver ape basis after giving retroactive
effect to the mercer of Pioneer and Bastian. The cumulative convertible preferred stock is considered to be a com-
mon stock equivalent, accordingly, the annual preferred dividend requirement has not been deducted from net earn-
ings to arrive at earnings available for common stock. The shares issuable upon conversion of the convertible sub-
ordinated debentures or the exercise of stock options and warrants have not been used in the computation of per
share data because the present effect would be antidilutive.

Sales in the fiscal year ended 1967/68 declined due to a lower sales level for the RegO Division
occasioned by a generally lower level of activity in the LP-gas markets served by this Division.
Earnings declined from the prior year as a result of that sales decline.

The year ended November 30. 1968 includes a provision for Bastian's employees discretionary
bonus in the amount (net of taxes) of $117,000 or $.12 per share. A discretionary bonus was not
paid for the year ended November 30, 1969.

For the six months ended May 31, 1970 the unaudited sales and net earnings were $20,854,817
and $217,32»~($.21 per share), respectively whereas for the corresponding period of the preceding
year the unaudited sales, earnings before extraordinary items and net earnings were $19,576,518,
$471.315 (S.-IG per share) and $713,506 ($.70 per share), respectively. In the opinion of manage-
ment, all adjustments (which include only normal recurring accruals) necessary to present fairly
the results of operations for the above periods have been made. The earnings decline in 1970 as
compared to the corresponding period of the prior year was due primarily to:

(1) continuing rising costs, including volatile price increases in the metal markets, and
the difficulty of offsetting these with timely price adjustments;

(2) a non-recurring provision for an employee's discretionary bonus payment in 1970
after discontinuation of such a bonus plan for 1969 (this plan has now been terminated) ;

(3) a decline in government contract orders which resulted in a 447c reduction in sales
for the Pioneer Astro Division.
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GOLCONDA CORPORATION (SURVIVING CORPORATION)
I'llO FORMA COMBINED CONDENSED BALANCE SHEET (UNAUDITED)

(Golconda's investments stated at cost)
March 31,1970

The following pro forma combined condensed balance sheet combines the balance sheets of
(Jolcomla and Astro at March 31, 1970 on a pooling of interests basis. The pro forma balance
sheet gives effect to the transactions described in this Proxy Statement and should be read in con-
junction with the respective financial statements of the constituent companies and notes related
thereto.

ASSETS
Pro forma

Golconda. Attro Adju$tmcnt*
Mining C<mtn,l$, Increase Galeonda

Corporation Jne. (Drertatc) Corporation
Cash $ 275.154 $ 020,607 I — $1.195.661
Commercial notes — 660,000 — 650.000
Accounts receivable—net 34.854.. 7378.997 — 7.913,851
Inventories — 15,870,987 — ' 15,870,987
Prepaid expenses — 208,649 — 208.6J9
Investments—at cost .. 5,170,075 — — 6,170,975
Property, plant and equipment—net 65,923 7,180,968 — 7,246,889
Other assets .. — 6.644,447 — 6,544.447

$ 5.540.900 $38.254.553 $ — $43,801.459

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities

Notej payable $2.345,000 $ 1125,000 $ — $2.470.000
Current maturities of lone-term debt — 4.526,G~>4 — 4.526,654
Accounts payable : 107,501 2,943,877 — 3,141,468
Dividends payable ' — 114.091 — 114,091
Income taxes • — 198,542 — 198,5.12
Accrued liabilities — 1,478,932 — 1,478,932

Total current liabilities 2,512.391 9,387.096 — 11,929,687
Lonp-term debt — 9,000,000 — 9,000,000
Deferred liabilities — 498,432 — 498,432

Total liabilities 2;542,591 18,885.528 — 21,428.119
Stockholders' Equity

Subsequent to merger
$1.00 Cumulative convertible preferred stock — — 456,393 (3) 456,393

Common stock - _ j 659'.680 (2)} 7E9'680

Historical
Common stock 200,000 — (200,000X1) —
$1.00 Cumulative convertible preferred stock — 456.393 (456,393X3) —
Common stock — 559.680 (559,680)(2) —

Additional contributed capital 184,142 G.529,803 — 6,713,945
Retained earnings 3.105,773 11,823,149 — 14,928,922

3,489,915 19,369.025 — 22,858,940
Less treasury stock—at cost (67,000 shares) 485,000 — — 485,600

3,004,315 19,369.025 — 22,373,340

<_ $ 6.546.006 $38,254,553 $ — ' $43,801,459

(1) To reflect the conversion of common stock of Golconda for the newly authorized common stock of Golconda
on a share for share basis.

(2) To reflect the exchange of one and one-half shares of Golconda's common stock for each share of Astro's
common stock.

(3) To reflect the exchange of one share of Golconda's cumulative convertible preferred stock for each share of
Astro's cumulative convertible preferred stock. (Astro's preferred stock is convertible into common stock on a
one tor one basis whereas Golconda's preferred stock will be convertible into common stock on a one for one and
one-half basis).
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(THIS STATEMENT IS PRESENTED FOR ANALYTICAL PURPOSES ONLY)
GOLCONDA CORPORATION (SURVIVING CORPORATION)

PRO FORMA COMBINED CONDENSED BALANCE SHEET (UNAUDITED)
(Golconda's investment stated at approximate market value)

March 31, 1970
Golconda carries its investments at cost. However, for analytical purposes, in connection with

the proposed merger, the following pro forma combined condensed balance sheet reflects Golconda's
investments at approximate market value and the related unrealized appreciation net of applicable
income taxes as an adjustment to retained earnings. The approximate market value does not purport
to represent the amount which might be realized upon disposition of the investments and where
there is no market value for an investment, the Board of Directors of Golconda has determined the
fair value thereof. This pro forma combined condensed balance sheet and the Pro Forma adjust-
ments hereto should be read in conjunction with the Pro Forma Combined Condensed Balance Sheet
on page 15 and the financial statements of the constituent entities included elsewhere herein.

ASSETS
Pro Forma '

Goleond^ Attra Adjuttmentt
Mining Control*, Increase (jolconrla

Corporation Inc. (Dterca»t)(a) Corporation
Cash $ 275,154 $ 9 2 0 , 5 0 7 $ — $ 1,195,661
Commercial notes — 650.000 — 650,000
Accounti receivable—net 34,854 7,878,997 — 7,913351
Inventories — 16,870,087 — 15,870,987
Prepaid expenses — 208,049 — 208,649
Investments—at approximate market value(b) 24,318,000 — — 24,318,000
Property, plant and equipment—net 65,923 7,180,966 — 7,246,889
Other assets — 5.544,447 — 5,644,447

S24.693.931 (38.254,553 1 — $62,948.484

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities

Notes payable * 2,345,000 $ 125.000 $ — $ 2,170,000
Current maturities of long-term debt '..... — 4,520,054 — 4,52iJ,654
Accounts payable 197,591 2,943,877 — 3,141,468
Dividends payable — 114,091 — 114,091
Income taxes :. — 198,542 — 198,542
Accrued liabilities — 1,478.932 • — 1,478,932

Total current liabilities 2,542.591 9,387,096 — 11,929,687
Long-term debt • — 9,000,000 — 9,000,000
Deferred liabilities(b) G,OG9,f)07 498,432 — 6,568,039

Total liabilities 8.G12.198 18,885,528 — 27,497.720
Stockholders' Equity

Subsequent to merger
$1.00 Cumulative convertible preferred stock — — 456,393 (3) 456,393

Common stock - _ j J00,000 (1)) ^^

Historical V '
Common stock 200,000 — (200,000) (1)
$1.00 Cumulative convertible preferred stock — 456.303 (456,393) (3)
Common'stock — 559,680 (659,680) (2) —

Additional contributed capital 184,142 6,529,803 6,713,945
Retained earnings(b) 16,183,191 11.823,149 — 28,006,340

16,567,333 19,369,025 — 35,936,358
Less treasury stock—at cost (67,000 shares) 485,600 — — 485,600

i. 1G.Q81.733 19,309,025 ~H 35,450.758

$24.693,931 $38.254.553 $ — $62,948,484

(a) For an explanation of the pro forma adjustments refer to the Pro Forma Combined Condensed Balance
Sheet on pnjre 15.

(b) At March 31, 1970, the market value of 691,900 shares of Hecla common stock (included in Golconda's "In-
vestment" above) aecreeatcd $20,920,975; at June 29. 1970. based on the then quoted market price of 22 per share,
the airgreeate market value -would approximate $15,221,800. If this decrease in market value, net of deferred taxes
was reflected in the above financial statements, the reduction in Golconda's stockholder's equity would approximate
$3,898,684. The market value of Hecla common stock does not purport to represent the amount which might be real-
iied upon disposition of the shares. For a detailed schedule of investments see "Golconda Mining Corporation-
Capital Stock of Mining Companies" on page 43.
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COMPARATIVE PER SHARE DATA
The following comparative per share data of Golconda and Astro for the five fiscal periods ended

in 1969 and for the respective periods ended March 31, and May 31,1969 and 1970 are presented on a
historical basis together with the pro forma combined per share data. The book value per share of
the respective entities and on a pro forma basis is reflected as of March 31. 1970. This table is
based upon the respective financial statements of the constituent companies and on the pro forma
combined statements and the related notes thereto included elsewhere herein and should be read
in conjunction therewith.

GOLCONOA M I N I N G CORPORATION
* Earnings per share

Cash dividends

ASTRO CONTROLS, INC.
Historical
Ea mines per common (hare and common

equivalent share
Earnings before extraordinary items
Extraordinary items *

NET EARNINGS

Cash dividends (b)
Preferred stock

Common stock

Pro Forma — per 1.5 shares of Golconda com-
mon stock (a)

Earnings per common share and common
equivalent share *

Earnings before extraordinary items ..
Extraordinary items

NET EARNINGS

GOLCONDA CORPORATION — PRO FORMA COM-
BINED

Earnings per common share and common
equivalent share

Earnings before extraordinary items ..
Extraordinary items ... .

NET EARNINGS

Cash Dividends
Preferred stock

Common stock . . . . .

The book value of the respective companie

Golconda Mining C

Astro Controls, Inc
Historical

Pro Forma — per
Golconda comn

Golconda Corporati

finenl
1985 isr.f

$ .20 $ .52

$ .07 $ .09

$1.42 $1.38
— .15

$ 1.42 $ 1.53

$ .95 * .92
— .10

ftriod endftl March .1] May SI
liar 19H8 1919

$ .21 $ .25 S .18

S .11 $ .12 $ .12

$1.14 $ .79 $1.14
— .08 .28

$1.14 $ .87 $1.42

S .50

S —

$ .76 $ .53 $ .76
— .05 .19

$ .95 $ 1.02 $' .76 S .SB $ .05

$ .51 $ .68 $ .44 $ .37 $ .4-1
— .04 — .02 .08

$ .51 $ .72 $ .44 S .39 $ .52

$ (c)

S (d)

i at March 31, 1970 is as follows:

orporation . * 1 ss

1.5 shares of
ion stock (a)

on — Pro Forma

*-

$ 19 06
: — t

$ 12 71
^=

Combined .... $ 6.47

1969 1970 J95.9 1970

$ .04 f .04

$ — $ —

$ .30 $ .15
.24 —

$ .54 S .15

$ .50

$ -

$ .20 $ .10
.16 —

$ .36 $ .10

$ .11 $ .07
.07. _

$ .18 $ .07

(e)
=r

( f )
S^9

(£
(K)

$ .10 $ .05

$ .06 $ .06(d)

$ .46 $ .21
.24 —

S .70 $ .21

$ .50

1 —

$ .31 t .14
.16 —

$ .47 $ .14.

$ .19 $ .09
.07 —

$ .26 $ .09
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(a) Upon the merger of Goloond* and Aitro each share of Astro'* common stock will be exchanged for on«
and one-half snare* of Golconda'a eonunon stock and each share of Astro'* cumulative convertible preferred stock
(common equivalent shares) will be exchanged for one share of Golconda'* cumulative convertible preferred stock
(Astro's preferred stock is convertible into common stock on a ont for one batia wherea* Golconda'* preferred stock
will be convertible into common stock on a one for one aad one-half basis).

(b) Cumulative annual dividends of $1.00 per share are payable quarterly on the cumulative convertible pre-
ferred stock of Astro and no arrearage with respect to such dividends exist* at this time. No dividends can be paid
on the common stock if '.he preferred stock dividends are in arrears. On November 30. 1969 and March 31, 1970
$312307 and 1159,917. respectively, of retained earning! was available for the payment of dividends under the most
restrictive covenant. Astro is a result of a merger in 1969 of two entities whose pott dividend policies are not indica-
tive of the present dividend policies, accordingly dividend information prior to 1969 is not shown.

(c) Cumulative annual dividends of $1.00 per share will be payable annually to the cumulative convertible
preferred shareholders subject to certain dividend restrictions contained in Astro'* loan agreement. See "Astro
—Loan Agreements and Convertible Subordinated Debenture*."

(d) In both 1968 and 1969 Golconda paid dividends of lit per annum per share on Ita common stock. While
there can be no assurance that such dividends will be paid in the futyre, if earned, the Board of Directors of the
Surviving Corporation currently intends to pay dividends on the common stock at thia raU If earned, subject to lim-
itations, by virtue of certain Loan Agreement* and Debentures of Astro. (See "Astro—Loan Agreement* and Con-
vertible Subordinated Debentures".) In recent years dividends received from Hecla have constituted Golconda's prin-
cipal source of ordinary income. On April 30, 1970 management of Helca announced it would pay a 2% stock divi-
dend in lieu of its usual quarterly cash dividend. Hecla further announced that it does not intend to pay any future
cash dividend for the remainder of 1970.

(e) The hook value per common share after reflecting the investments at approximate market value, less appli-
cable income taxes on the unrealized appreciation on investment* is 18.32.

(f) The book value per common share and common equivalent share does not include a reduction for the re-
demption value of $37.50 for the convertible preferred stock. Book value per common share «nly. would be 54.03
(pro forma per 1.5 exchange ratio $2.69) after considering the redemption value. The book value p<-r e»n<mon share
and common equivs'ent share (cumulative convertible preferred stock) after omitting the excess of cost over under-
lying equity of net assets acquired would be $14.76 (pro forma per 1.5 exchange ratio $9.84).

(g) The pro forma book value per common share and common equivalent share does not include a reduction
for the redemption value of $37.50 for the cumulative convertible preferred stock. The pn> forrnn book value per
common share only, after considering the redemption value of thff cumulative convertible preferred stock wouid
be 51.90 (SG.62 after reflecting Colconda's investments at approximate market value less applicable income taxes
on the unrealized appreciation on investment*). The pro forma book value per common share and common
equivalent share (cumulative convertible preferred stock) after omitting the excess of cost over underlying equity
of net assets acquired would be $5.21 ($8.99 after reflecting Golmnda's investments at approximate market value
less applicable income taxes on the unrealized appreciation'on investments).
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GOLCONDA CORPORATION
(THE SURVIVING CORPORATION)

MANAGEMENT
Directors and Officer*

The Board of Directors of Golconda will consist of fourteen (14) members listed as follows:

" Namt
M. J. Coen(l)

Albert S. Kepen

L. N. Lucas

Albert W. Thomson (1)

Edwin B. Wright (1)

Daniel L. Brenner (1)

Michael F. Drinkhouse

R. II. Dunn

A. D. Martin

Wray Featherstone

Walter L. Sly
*

Kenneth Teel

Norman M. Smith

Cordon Smith

Prinripn
Pnst fire Years

President, Midland Securities
Co., Inc.. Kansas City. Missouri
(A ri-jristered broker-dealer)
Vice Chairman of the Board and
Chief Executive Officer—Astro
President—Pioneer
Astro Industries, Inc.
President and Chief Operating
Officer—Astro
President—Bastion-Blessing
Company
Partner, Linde, Thomson, Van
Dyke, Fan-child It Langworthy,
Kansas City, Missouri
(Attorney at Law)
President. The Drovers and
Merchants Bank, St. Joseph,
Missouri (A State bank)
Senior Partner, Brenner, Lock-
ijw>d 4 O'Neal, Kansas City,
Missouri (Attorney at Law)
Restaurateur and Investor,
New York. New York
Direct™-, Trans World Airlines,
New York, New York
Vice President (Retired)
Trans World Airlines
Financ ier and Investor,
Dallas. Texas
President — Colconda Mining
Corporation. Mining Engineer,
Wallace. Idaho
General Contractor, (Retired)
Spokane, Washington
President of Crestlite, Incorpo-
rated. San Clemente, California
(Manufacturers of building ma-
terial)
Mining Engineer and General
Manager of CJaytcn Silver
Mines, Kellogg, Idaho
Vici- President. Booz • Allen &
Hamil ton . Inc.
San Francisco, California

GOLCONDA ASTRO
SAart* of
Common

Stock Sknrnof
Btncfi.cio.Hv Storli nrnfftr ia
Oicned a* of Ou-nerf a» nf

Director JmirJO. Director JH««-Ti, IH70
Since 1970 Since Common Prtferred

1969 30,114

1969 11,766

1969 —

304

2,033

1969 2,334 1,000

1969 3,620 1,400

1969 6,838 —

1969 3,331 —

1969 500 500

19C9 13,666 —

1966 18,000

1952 11,000

1970 (2)

1969 100

(11 Oncral partner of The First Greystone Associates (See "Astro—Principal Stockholders" page 29.)
<2| Mr. Teel's wife owns an undivided one-quarter interest in the 135,725 shares held by Korholz & Co. (See "Gol-

conda—Directors and Officers," page 20.)
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The officers of the Surviving Corporation will be the present officers of Astro plus Mr. Wray
Featherstone, now president of Golconda, who will become a vice-president of the Surviving
Corporation and Mr. D. L. Hess, now secretary and treasurer of Golcoada, who will become an
assistant secretary and assistant treasurer of the Surviving Corporation.

Remuneration of Directors and Officers

The remuneration of the directors and officers of the Surviving Corporation who were directors
or officers of Astro shall remain the same. The remuneration of the present officers of Golconda
who become officers and directors of the Surviving Corporation shall remain the same. (See
"Golconda—Management," page 20, and "Astro—Management", page 24.)

Stock Option Plans and Warrants
As a result of the merger, the warrants and unexercised options of Astro will be assumed

by Golconda. No other warrants or options will be outstanding at the time of the merger. (See i
"Description of Surviving Corporation's Capital Stock—Introduction," page 5 and "Astro—Stock

Option Plan and Warrants," page 26.)

GOLCONDA MINING CORPORATION
MANAGEMENT
Directors and Officers

The current Directors of Golconda are:

Name

Wray Featherstone

Principal Occupation
or Employment

Year in
WMck
firit

Became
Director

Common Stock
On-Tied

Dcne/teiall'i
Directly or
Indirectly

a* of
Jnnc30,13TO

Walter L. Sly
Herbert F. Korholz

Norman M. Smith

Kenneth Teel

President of Golconda, Mining Engi-
neer 1956 18,000
Vice President of Golconda 1952 11,000
President and Chairman of the Exe-
cutive Committe of the Susquehanna
Corporation 1968 135,725(a)(b>
Min in t r Engineer and General Man-
aper of Clayton Silver Mines 1969 100
President of Crestlite, Incorporated 1970 — (b)

(a) These shares are held hy a partnership, Korholz it Co., consisting of Herbert F. Korholz and his three daugh-
ters, each of \vliom owns an undivided one-fourth interest in such shares. On March 18, 1970, the partnership
pave an option to purchase those shares, to Sovereign State Capital, Inc. (Sovereign), a Nevada corporation.
Under 'certain circumstances, Sovereign has an obligation to l iuy these shams if so requested hy Mr. Korholz.

(b) Mr. Teel'.' w i fe owns an undivided one-fourth interest in the 130,725 shams held by Korholz It Co. See footnote
(a) above.

Remuneration of Directors and Officers
The total remuneration of officers and Directors of Golconda as a group during the fiscal year

ended December 31, 1969, was $29,700. This remuneration was paid to the President, Vice Pres-
ident, Secretary and Directors in those capacities. Wray Featherstone is employed .by Golconda
on a contract for eight years at a salary of $25,000 per year, with retirement benefits of $10,000
per year at age 65 (November 4, 1977.) Walter L. Sly is employed by Golconda on a contract
for three years at a salary of $6,000 per year, with retirement benefits of $2,400 per year at age
67 (January 9, 1971.) None of the officers or Directors was indebted to the corporation during
the year ended December 31, 1969, or subsequent to that date.

Stock Option Plans and Warrants

Golconda has no stock options, warrants or other similar rights outstanding.
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The exploration program described above cannot be carried out until it has been approved
by a vote of two-thirds of the outstanding shares of United Lead-Zinc Mines Company at a meeting
to be held on July 22. 1970.

Golconda will participate in the Alice Consolidated mining venture in three respects:
1. As owner of approximately 54% of the outstanding shares of Alice Consolidated

Mines, Inc., owner of the property to be explored;
2. As a substantial shareholder of Hecla Mining Company, and
3. As a 20% joint venturer with Hecla in the working agreement

LITIGATION AND FEDERAL INCOME TAX
In March. 1969 Golconda commenced an action in the Superior Court of Spokane County,

Washington, seeking, among other things, to require Hecla Mining Company to allow cumulative
voting in the election of Hecla directors. From an adverse decision by the Superior Court of
Spokane County, Golconda has taken an appeal to the Court at Appeals for the State of Washington.
Golconda has tiled its brief on appeal. Hecla's brief has been filed, however the time for oral
argument has not as yet been set.

The Internal Revenue Service has issued statutory notices covering the calendar years 1962
through 1966 proposing the assessment against Golconda of penalties under Section 531 of the
Internal Revenue Code^for those years aggregating $276,571. The proposed penalties are based
upon the claim of the Revenue Service that Golconda accumulated earnings during fhose years
in excess of the reasonable needs of its business. Golconda has filed petitions in the Tax Court
of the United States contesting the Commissioner's determination with respect to each of the
taxable periods in question. The matter is calendared for trial before the Tax Court on October
12. 1970 in Spokane. Washington. Golconda has been advised by its counsel, LeSourd, Patten &
Slemmoos, that it has a meritorious defense to the proposed assessments and a reasonable chance
of prevailing at trial. The income tax returns for the years 1967 through 1969 have not been
examined.

No other litigation involving Golconda is known to be pending or threatened.

ASTRO CONTROLS, INC.
MANAGEMENT
Directors and Officers

The new Board of Directors of Astro elected on May 26, 1970 consists of the following eleven
directors. All of these directors except for Mr. Dunn were elected on May 5. 1969, Mr. Dunn
was elected in July of 1969. On May 5, 1969, Pioneer Astro Industries, Inc. (Pioneer) and The
Bastian-Blessing Company (Bastian) were consolidated into Astro. (See "Astro—Business, History,
and Property," page 30.)

Shares SentfieinUy
Owned

Common PreferredNairn and Petition

M. J. Coe.nU)(2)
Chairman orthe Board
Chairman of the Executive Committee

Alberts. Kepen(2) <

L. N. Lucas(2)

Albert \V. Thomsond) (2)
First Vice President
Secretary

J. M. Stogin

Principal Occupation

President, Midland Securities
Co., Inc., Kansas City, Missouri
(A registered broker-dealer)
Vice Chairman of the Board
and Chief Executive Officer
President and Chief Operating
Officer
Partner, Linde, Thomson, Van
Dyke, Fairchild & Langworthy,
Kansas City, Missouri
(Attorney at Law)
Vice President, Legal and Finance
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PRINCIPAL STOCKHOLDERS OF GOLCONDA
No person owns of record or is known by Golconda to own beneficially 10% or more of the

outstanding capital stock of Goiconda. The Directors of Golconda as a group own approximately
11% of the compa'iy's outstanding stock.
Tranxactions with Managt-incnt

Wray Kealherstone. the President and a director of Golconda. Walter L. Sly. Vice President
and director of Golconda and D. L. Hess, the Secretary-Treasurer of Golconda, had indirect material
interest in the following transaction with Gokonda since the beginning of the company's last
fiscal year.

Certain properties owned by Golconda and Square Deal Mining and Milling Company Limited
and all of the properties owned by three other mining companies, namely, United Lead-Zinc Mines
Company, Mullan Silver-Lead Company and Alice Silver-Lead Mining Company, are being consoli-
dated in a new corporation known as Alice Consolidated Mines, Inc. After such consolidation
Golconda will own approximately 54',c of the outstanding capital stock of Alice Consolidated.
Alice Consolidated executed a definitive operating agreement with Hecla Mining Company on
April 3, 1970, providing for a substantial mineral exploration program by Hecla as a lessee of the
Alice Consolidated properties. On April .",, 1970. Golconda agreed to participate with Hecla as a
lessee of the Alice Consolidated properties by providing 20/i of the pre-production costs and by
taking a 20/!• interest in the operating lease.

Wray Featherstone is an officer and director of Alice Consolidated, United, Mullan and Square
Deal and a director of Alice Silver-Lead. Walter L. Sly in a director oT Alice Consolidated. D. L.
Hess is an officer of Alice Consolidated and oll'icer and director of Square Deal and an officer of
United and Mullan.
HISTORY AM) BUSINESS
History and Development of Business

In January, i!j27, Golconda Lead Mines was incorporated in the State of Idaho. The com-
pany operated under that name until March, 19C.2, when it changed its name to Golconda Mining
Corporation. From 1928 u n t i l 1957. Golconda Mining Corporation operated a mine located in the
Coeur d'Alene Mining District of Idaho. It also operated a flotation mill which was completed
in August, 1923. For ^he first thirty years of (he corporation's existence, it was engaged solely
in mining, milling and mineral resources exploratory work at various levels and at various degrees
of productivity. In 1957, the combination of declining metal prices, rising costs, and the exhaustion
of known ore reserves resulted in the closing down of.the Golconda mine. The company continued
to operate its mill until 19(10 treating ores of other mines on a contract basis.

Golconda continues to hold its mill and its mining properties. The Golconda mil l is now being
operated by Antimony Mining and Milling Company under a lease. Since 1957 Golconda has been
engaged in a program of acquiring mining companies and properties in the vicinity of the Osburn
Fault between Wallace & .Mullan in the Coeur d'Alene Mining District, Shoshone County, Idaho.
This area is known as the Golconda Area. As a result of its holding of securities in other mining
companies, it came within the definition of an investment company as that term is defined in the
Investment Company Act of 19-10. Golconda's registration as a non-diversified closed-end manage-
ment investment company under that Act became effective in February, I960, and is still effective.
If the proposed merger of Astro is concluded, there will be a change in Golconda's business.

Properties
At the present time Golconda owns shares of thirty-three mining companies. Golconda's most

important holding as of June 30, 1970 is 689.400 shares of Hecla. whose shares are listed on the
New York Stock Exchlmge. These holdings const i tute 11.07' of Ilecla's outs tanding stock, making
Golconrfci the second largest shareholder of Hecla. A brief description of Hecla follows. The next
most important holding of Golconda will, assuming approval of a plan of consolidation by the
shareholders of United Lead-Zinc Mines Company to be held on July 22, 1970, be its holdings in
Alice Consolidated Mines. Inc. A brief description of the Alice Project follows. A list of the
companies in which Golconda holds shares appears on page 43. In addition to its ownership of
securities, Golconda owns an assortment of buildings, sheds and other pieces of apparatus directly
connected with the discontinued operations of its mine and its mill mentioned in the preceding
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paragraph all of which are located near Wallace, Idaho. These buildings do not constitute sub-
stantial capital structures. At the present time. Golconda has 100 percent ownership of 1,600 acres
of mining land in the Coeur d'AJene Mining District.

Golconda has one ful l time employee, three part time employees and one retired employee who
receives a pension of $200 per month. Golconda maintains an office in Wallace, Idaho.

Hecla Mining Company
Hecla is presently the largest domestic producer of silver, accounting for approximately 167e

of the silver mined in the United States. Hecla's net income for 1969 was $4,874,154. or 82 cents
per share, as compared to $4,643.466, or 78 cents per share for 1968. Both years reflect the issu-
ance of 1,000,000 shares of capital stock in exchange for a one-half interest in the Lakeshore
copper property near Casa Grande, Arizona. Balance sheets and income statements of Hecla
appear on pages 44 through 48. The earnings of Hecla for 1969 were adversely affected by lower
prices for silver. The average price for silver in 1969 was $1.79 per ounce as compared with $2.14'
per ounce in 1968. The average price for silver during'the first six months ef the current year
was $1.80 per ounce. The price for silver on June 26. 1970 was $1.63 per ounce. In recent years
prices for silver have been subject to substantial fluctuations. The earnings of Hecla are substan-
tially affected by these fluctuations. Approximately 497c of Hecla's income is derived from other
metals whose prices are less volatile.

Hecla's metals production in 1969, and the per cent of its gross income from each was as
follows:

Grout
U l r f n l /Vrt r fHeffni i /n romr

Silver 6,558.393 ozs. 517o
Gold 53.935 ozs. 87o
Lead 27,651 tons 299b
Zinc 9,047 tons 57o
Copper ... 1,895 tons 67<>
Others — 17o

Hecla has interests in several productive mining operations including the Lucky Friday mine
(lOO1 / .1). the Mayflower mine (507c), the Star-Morning Unit Area (30%). and the Sunshine Unit
Area (33.25^). It is the operator of the first three. Hecla is also the operator of the Consolidated
Silver Corporation exploration project in which it owns a 37l|;7f interest and is also the operator
of the Lakeshore copper development in which it'owns a 50 7c interest.

The Lucky Friday mine produced 183,785 tons of ore assaying 16.35 ounces of silver per ton,
10.65Ci' lead and 1.00'.; zinc during 1969. Normal production was achieved in spite of a periodic
manpower shortage. However, the development program suffered and ore reserves decreased
slightly from 626,000 tons the previous year to 598.000 tons at the beginning of 1970. A portion
of the vein on the 3650 level was developed and ore of comparable grade and width to that being
mined on the level above was exposed.

The Mayflower mine in the Park City District of Utah is leased by Hecla from New Park
Mining Company. The lease provides for a royalty to New Park of 507- of the defined net operat-
ing profit. Production for 1969, totalled 117,452 tons of ore assaying 0.50 ounces of gold per ton,
6.25 oiinces-jof silver per ton, 5.177c lead, 3.137o zinc and 17r copper.

The Sunshine Unit Area, in which Hecla owns a 33.357r interest, operated at capacity during
I960. Hoela's share of production was 88,679 tons of ore assaying 31.43 ounces of'silver per ton.

.The Lakeshore copper property near Casa Grande, Arizona, is the scene of a major develop-
ment program. This deposit, in which Hecla acquired a 50(;c interest from El Paso Natural Gas
in September, 19G9, is estimated to contain about 470 million tons averaging 0.75 per cent copper.
As drilling progresses, additional ore reserves may be developed. Because of its large size and
layered character, the deposit will lend itself to a mining plan which includes both underground
and open pit methods.. Present planning, subject to engineering and metallurgical studies, calls
for development of the higher grade tactite zone by underground methods and the construction
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of an 8,000 ton concentrator during the next three years. The oxide portion of the deposit will
be developed by open pit methods. The cost of bringing: this property into production may ad-
versely affect Hecla's capacity to pay cash dividends on at least on a short term basis. Present
estimates are that the lake-shore property will be in production sometime in 1973 and that Hecla
will become one of the major United States copper producers. Copper prices are higher than they
have been in many years.

The Granduc copper property near Stewart. British Columbia, is expected to be in produc-
tion in the fall of 1970. Hecla owns 35.47; of the outstanding common capital stock and 100%
of the outstanding preferred stock of Granduc Mines, Limited, owner of the property. The mine
is leased to Newmont Min ing Corporation and American Smelting and Refining Company and is
beinjr operated by a subsidiary of Newmont. Ore reserves are estimated at 43,343.000 tons with a
trrade of 1.7.1'".' copper per ton. A royalty of 22 ' j% of the defined operating profits will be paid
to Granduc Mines. Limited, on the first 32.5 mil l ion tons of ore milled and a royalty of 25% of
the operating profits on any additional ores mined.

In Canada, a major dril l ing program on the Liard-ScKaft Creek project near Stewart, B.C..
is being conducted. Drilling results indicate that a low-grade copper-molybdenum deposit of large
tonnage may be developed.

Exploration activities are being carried on by Kecla in the Coeur d'Alene District of Idaho and
in other parts of the western United States and i"n Canada. The Alice Project in which Gokonda
has taken a participation with Hecla is described below.

Further information regarding the management, properties, history and prospects of Hecla
is available in the financial services.

Alice Project
Gokonda owns the following number of shares in the following non-operating mining com-

panies:
Number Percentage of

of Sham

Alice Silver-Lead Mining Company 835.625
United Lead-Zinc Mines 1,413,354
Mullan Silver Lead Company 1,241,756
Square Deal Mine and Milling Co , 997,459

I*«n(d niirl Out-
Stgjxliiirj Slock

52.2
47.1
54.7
54.3

Those companies own 1.109 acres of continguous mining properties which are proposed to be
consolidated into Alice Consolidated Mines. Inc. a corporation formed to receive such properties.
If the consolidation is completed in accordance with the plan, Golconda will own 53% of the out-

shares of Alice Consolidated.

On April 3. 1970 Alice Consolidated and Hecla executed an agreement for an exploration pro-
to be conducted by Hecla on the property of Alice Consolidated.

By the terms of the operating agreement and mineral lease, Hecla will perform specified
•tpkratiort'and developmental work in the area. If the exploration proves successful, the lessee will
ceesxnco operations in the area and receive 100% of the net profits, if any, from its operations
eeul it has^recovered the pre-production costs. On April 3, 1970, Golconda agreed to participate
«tth Hecla as lessee of the area by providing 207o of the pre-production costs. Golconda will
r«r»in 20T of the net profits, if any, from Hecla's operation of the Alice exploration until Gol-

HAS also rcc9vered its share of the pre-production costs. After Hecla and Golconda have
their respective shares of the pre-production costs, net profits from operations will be

«r<4c4 u follows: 50','. to Alice Consolidated, 40% to Hecia and 10% to Golconda.

Oa May 11. 1970, the Securities and Exchange Commission issued an order pursuant to §17(b)
«f tt« Investment Company Act exempting the proposed consolidation of the aforementioned com-

from the provisions of §17 (a) of the Act. On May 11, 1970, the SEC also issued an order
rule 17d-l under the Investment Company Act permitting Alice Consolidated, Hecla and

to become participants in the operating agreement and mineral lease referred to above.
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S/iarc.t Bc
Ou'iirri

Saint n»'' Petition ijKi' Occupation

Robert P. Kepen

Edwin D. Wright*l)
Treasurer

Daniel L.Brennerd) (2)

Michael F. Drinkhouse

R. M. Dunn

A. D. Martin

Common

7,868

Prcfcrrrtl

Vice President, Pioneer
Astro Division
President. The Drovers and 3,620 1,400
Merchants Bank, St. Joseph.
Missouri (A State bank)
Senior Partner. Brenner, 5,838 —
Lockwood & O'Neal,
Kansas City, Missouri
(Attorney at Law)
Restaurateur and Investor, 3,331 —
New York, New York
Director. Trans World Airlines, 500 500
New York, New York
Financier and Investor, 13,666 —
Dallas, Texas

(1) General pnrtncr of The First Grcystone Associates (See "Astro—Principal Stockholders" page 29.)
(2) Member of the Executive Committee.

Remuneration of Directors and Officers
The following table sets forth certain information concerning the present directors and officers

of Astro. The following \able sets forth (a) with respect to each director and each of the three
highest p;iid ollicers of Astro %vhose aggregate remuneration for the prior fiscal year equals or
exceeds $30,000. the annual rate of remuneration paid; (b) the aggregate remuneration to all direc-
tors and officers as a group; and (c) the estimated retirement benefits to be paid at normal retire-
ment based on present salary levels.

Namr and Capacity

M. J. Coen
Chairman of the Board
and Chairman of the
Executive Committee

Albert S. Kepen
Vice Chairman and
Chief Executive Officer

L. N. Lucas
President and
Chief Operating Officer

Robert P. Kepen
Vice President
Pioneer Astro Division

J. M. Stogin
Vice President
Legal and Finance

Directors and Officers
as a croup (15)

A gyre gate
Direct

Remuneration

% 30,000

65,000

60,000(0)

45,000

35,000

340,500

Bonta*

Profit Sharing Plan (A )
Amnnnt Sft Aside

Year Ended
November.10.19S9

82

(EMF)

(G)

Estimated
Annual

Benefits Upon
Retirement(D)

(C)

22,038

82

164

13,037

52,810

ation."
i lAoum hereunder are in addition to the amounts set forth in the column for "Aggregate Direct Remuner-

<AI Full-time employees of the Pioneer Astro Division with one year of service may elect to participate in the
Pn.flt Shnrinc Plan. An employee may contribute not less than 2% nor more than 5% of his compensation,
limited to a total contribution of $500 in any one fiscal year.. The employer contributions, if any, are deter-
nined by the Board of Directors but cannot exceed the maximum amount deductible for Federal Income Tax
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purposes. Employer contributions are allocated to the participants' accounts in accordance with a formula
which includes years of continuous service, rau of compensation and amount of the employee's contribution.

(B) Under tht "Retirement Plan for Salaried Employees" established by Bastian the normal monthly retirement
benefit at age sixty-five is determined in accordance with a formula which includes avenge compensation,
length of service and Social Security benefit*.

(C) As of November 30, 1969, Albert S. Kepcn had $44,054 credited to a deferred compensation account; no amount
was credited for the year ended November 30, 1969. These payments are made under an agreement
dated April 28, 1967, pursuant to which Astro will be required to contribute annually to the deferred compen-
sation account an amount equal to 57« of net earnings (computed before taxes and before contribution to the
employees' contributory profit sharing trust) of the Pioneer Astro Division. Upon retirement, Albert 3. Kepen
will be entitled to receive the total amount then credited to the account in 120 equal monthly installment*. In
the case of death or early termination, the amount then credited to the account is payable in 60 equal monthly
installments. Upon retirement or termination, Albert S. Kepen is obligated to act as a consultant for life and
will not act in a similar capacity for any business enterprise which competes in a substantial degree with the
Pioneer Astro Division and will not engage in any activity involving substantial competition with that division.

(D) By written agreement, dated December I. 1968, Astro is obligated to employ Mr. L. N. Luca* a* President and
Chief Operating Officer for a period of three years at a salary ofTiot let* than $60,000 per year. In the event
of termination of employment he is entitled to severance pay equal to $60,000 per year from the date of termi-
nation to and including November 30, 1971. In the event of his death or total disability during the term of the
agreement, he, or his designate, is entitled to receive $30,000 per year from said date to November 30, 1971,
except that this payment shall be reduced by the amounts received under certain benefit plans. Payments under
the agreement are in addition to benefit* Mr. Lucas may be entitled to under the "Executive Incentive Bonus
Plan ", the "Retirement Plan for Salaried Employees" and the "Qualified Stock Option Plan".

(E) On February 25, 1969,^the Bastian Board of Directors adopted and put into effect, for fiscal 1969 only, an
"Executive Incentive Bonus Plan." The payments made under this plan were based upon individual achieve-
ment of profit goals for the entire year. The plan generally provided for partial bonuses to be paid when ap-
proximately 857<- of the goal was achieved with ful l participation occurring at the 100% achievement level and
additional participation if achievement exceeded 100% up to a maximum of 125%. The individual rates vary
on a sliding scale from 2% to 25To of base salary depending upon job responsibility and achievement of goal*
and could reach as much as 50% in certain cases where achievement was 125% or greater. The aggregate
amount, based upon earnings for fiscal 1969, was $134,427, including the amounts attributable to the persons
indicated in the table below.

Amnitnt
Under "Executive

• Mime Incentive Donut Plan"

M. J. Coen $ 4,414
A. S. Kepcn 9.5G5
L. N. Lucas 17,658
J. M. Stogin 8,976
Directors and Officers as a group 67,699

(F) An essentially similar "Executive Incentive Bonus Plan" has been adopted and put into effect for fiscal 1970
only. As of March 31, 1970, $10,000 has been accrued thereunder.

(G) The Board of Directors has approved a bonus arrangement which is based on 6% of net earnings (computed
before taxes and before contribution to the employees' contributory profit sharing trust) of the Pioneer Astro
Division for the current year but no amounts were due thereunder for the fiscal year ended November 30, 1969.

(H) The Company had an "Employees Discretionary Bonus Plan", adopted by Bastian on November 24, 1961 and
subsequently amended. The aggregate amount of the bonus was determined by the Board of Directors. Bonuses
were paid in accordance with a formula which included rate of compensation, job classification and length of
service. This bonus plan was discontinued for fiscal 1969. In March 1970, the Company reinstituted the plan
for fiscal 1970 only. In April 1970, the Company paid $275,798 under this plan, and this amount is being allo-
cated throughput fiscal 1970 Of which. $87,000 has been provided for as at March 31, 1970. The plan has now been
terminated and no further payments will be made thereunder.

Stock Option Plan and Warrants
Stock Option Plan <.

The predecessor Bastian had adopted a qualified stock option plan under which 33,000 shares
of Bastian Common Stock were reserved for issuance to key employees of Bastian. All options
are intended to be qualified stock options as defined in Section 422 of the Internal Revenue Code
of 1954, as amended, and were granted at a price of not less than the fair market value of Bastian
Common Stock at the date of the grant. Any option may be exercised at any time and from time
to time on and after the date of granting thereof but not after five years from date of grant or
earlier under certain conditions of termination of employment or death. All options had been
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granted by January 19, 1968 and became options on the Convertible Preferred Stock of Astro upon
effectiveness of the consolidation. Astro cannot grant further options under the plan. These options
will be assumed by the Surviving Corporation .

No options were granted to, or exercised by, any of the Directors and Officers included in
the group under "Kemuneration."

The options outstanding as of March 31, 1970 were as follows:
Share* Extrcitt Aggregate

Name of Under Price Ex'reise Expiration
Option Holder Option Per Shan Priet Data
L N Lucas 834 $20.00 $16,680 8/26/71
J. M Stogin 1,105 25.50 28,178 12/22/70

* 645 19.00 12,255 1/18/73
Director and Officers as a

group (3) 3,002 19.00 65,473 12/22/70
to 25.50 to 1/18/73

Warrants

In connection with certain loans to Pioneer totaling $2.625,000 ($2,450,000 of which was
converted into Pioneer Common Stock) Pioneer issued to the lenders warrants. These warrants
give the holders the right to purchase 118.125 shares of its Common Stock at $20 per share as
adjusted for the merger. Such warrants expire August 27, 1971. Adjusted warrants to purchase
35,649 shares are owned beneficially by directors of Astro, and warrants to purchase 2,250 shares
and 67,500 shares are held by Midland Securities Company, Inc. Profit Sharing Plan and The First
Greystone Associates, respectively. Part of the warrants held by the Profit Sharing Plan and The
First Greystone Associates 'are included in those beneficially owned by the directors. (See "Astro-
Interests of Astro Directors and Others in Certain Transactions," page 27.)

INTERESTS OF ASTRO DIRECTORS AND OTHERS IN CERTAIN TRANSACTIONS

Pursuant to an Agreement dated February 14, 1968, amended March 4, 1968. Midland Secur-
ities Company, Inc., acting on behalf of fifteen persons, acquired a total of 268,000 shares. 61%
of the then outstanding, shares, of Common Stock of Pioneer from Albert S. Kepen and Robert
P. Kepen, then officers and directors of Pioneer, for an aggregate purchase price of $3,025,000. The
Illinois Company Incorporated, Representative of the Underwriters in the issuance of the ~i7<> Con-
vertible Subordinated Debentures, received a fee of $77,250 from the sellers in connection with
this transaction. The Agreement provided that Albert S. Kepen would remain with Pioneer as
chief executive officer until June 30, 1970. Among the purchasers were M. J. Coen, A. D. Martin,
Michael F. Drinkhouse. Albert W. Thomson, Edwin B. Wright and Daniel L. Brenner, directors of
Astro and H. F. Korholz at one time a director of Astro and presently a director of Golconda.
M. J. Coen is President and principal stockholder of Midland Securities Company, Inc.

Pioneer acquired control of Bastian through the purchase of 338,556 shares, 41 % of the
then outstanding shares, of Common Stock of Bastian at various dates primarily between Sep-
tember 1, 1968.and November 29, 1968, through a public tender offer and various private pur-
chases. One private purchase by Pioneer involving 52,030 shares of Bastian Common Stock
included 6.500 shares owned by A. L. Augur, then Chairman of the Board of Bastian and a former
director of Bastian. Pioneer paid $42 per share or a total of $2,185,260 in the transaction, of
which Mr. Augur received $273,000.

The principal source of funds for these purchases was loans from banks and insurance
companies totaling $9,426,654. An additional $2,625,000 was obtained through issuance of 6i/_>/5>
Subordinated Notes due March 28, 1970 plus warrants, expiring August 27, 1971, to purchase
78,750 shares of Pioneer Common Stock at $30 per share. All but $175,000 of such Notes were
exchanged for 81,659 shares of Pioneer Common Stock on the basis of $30 per share on November
15, 1968, at which time the high bid and low asked prices for Pioneer Common Stock were 32 and
32Vj, respectively. As to the $175,000 in Notes, the total amount has been retired. Among the
purchasers of such Notes were First Greystone Associates, a limited partnership, ($1,500,000 and
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warrants for 45,000 shares), Midland Securities Company. Inc. Profit Sharing Plan (SoO.OOO and
warrants for 1.500 shares). A. D. Martin ($:550,000 and warrants for 10,500 shares). Daniel L.
Brenner ($75.000 and warrants for 2,250 shares). Edwin B. Wright ($50,000 and warrants for
1,500 shares), and Michael F. Drinkhouse ($50.000 and warrants for 1.500 shares), directors of
Astro. M. J. Coen. Albert W. Thomson. Daniel L. Brenner, and Edwin B. Wright are four of the
five general partners of First Greystone Associates. (See "Astro —Principal Stockholders."
page 29.)

In connection with the sale by Pioneer of the $2,625.000 of 6«/j7c Subordinated Notes, a
commission of $20,000 was paid to Midland Securities Company, Inc. Also, on November 14, 1968,
Pioneer sold 7.000 shares of its Common Stock held in treasury to five individuals at a price of
$29.50 per share. In connection with the sale of 3,000 of such shares, Midland Securities Com-
pany, Inc. received a commission of $1 per share or a total of $3,000.

During fiscal 1969, Astro paid legal fees totaling $38,485, and reimbursed out-of-pocket ex- '
penses of $5,828.77, to Linde, Thomson, Van Dyke. Fairchfld & Langworthy. Mr. Albert W.
Thomson, an olficer and director of Astro, is a partner in that firm. For the same period, Astro
also paid legal fees and reimbursed out-of-pocket expenses totaling $26,583.91 to Brenner, Lock-
wood & O'Neal. Mr. Daniel L. Brenner, a director of Astro, is a partner in that firm.

A corporation controlled by M. J. Coen owns a jet aircraft which is occasionally used by Astro,
as well as by others, at a current rate of $300.00 per hour. The rate charged is intended to cover
only direct operating costs and not depreciation, insurance and similar expenses. During the
period from July 1, 1969 to March 31, 1970, the plane was used by Astro for a total of 66 hours.

For a description of terms of the contract between Astro and its President, see "Remunera-
tion" above. "

LOAN AGREEMENTS

The loan agreements entered into with four insurance companies in connection with $5,000,000
borrowed by Pioneer, and assumed by Astro, contain several restrictions which may have an effect
on the Surviving Corporation's operations and ability to enter into certain transactions.

Astro is required to maintain both "consolidated working capital" and "net worth", as those
terms are defined in the agreements, in amounts not less than $10,000,000; at March 31, 1970,
"consolidated working capital" was $16.142,044 and "net worth" was $14,704,542. Astro shall
not incur or permit itself to be liable for any indebtedness except: (a) the Notes covered by
the agreements; (b) Junior Subordinated Debt, such as the Debentures; (c) unsecured bank
debt for working capital purposes due within one year, but limited to amounts ranging from
$1,000,000 to $3,000,000 depending on the balance due under (d) below, and provided that for a
period of 60 consecutive days during each calendar year Astro shall not have any such indebtedness
outstanding other than that outstanding as of May 6, 1969; (d) the unpaid balance from time to
time on the working capital loan incurred by Bastian which has a current balance of $1,100.000
due January i5, 1971; (e) aggregate indebtedness not in excess of $2,000,000 secured by purchase
money mortgages and similar Hens on machinery or equipment; (f) indebtedness of a subsidiary
to the Company or another subsidiary; and (g) liabilities (other than borrowed money) arising
from current operatjo.ns or in connection with depositing checks and incurred in the ordinary
course.of business.

With minor exceptions and as noted in (e) above, Astro shall not encumber its property,
nor shall it enter into any sale and leaseback. Astro has secured a waiver of this restriction for
a $3.000,000 first mortgage loan. (See "Capitalization," page 8.) Aggregate annual payments on
leases for more than a one year term (except for electronic data processing equipment) shall not
exceed $150,000; the current annual obligation on such leases is approximately $125,000.
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Astro is restricted in the declaration of dividends (other than stock dividends), acquisition
or redemption of its stock or any other distribution in respect of its stock to 5071 of "consolidated
net income", since December 31, 19G8 except for dividends paid by Bastian through May 5, 1969.
Consolidated Net Income is the gross revenue of Astro, less all expenses and reserves and other
proper charges, but excluding any profits or losses on the disposition, not in the ordinary course of
business, of investments or fixed or capital assets, and the proceeds from life insurance policies,
earnings or losses of acquisitions prior to men^r into or consolidation with Astro, except where,
under the "pooling of interest" concept, the earnings or losses of such merged or consolidated
corporation may be included for the year in which such merger or consolidation became effective.
As of March 31, 1070. the amount free of restriction was $159.917. Loans and investments by
Astro are limited to United States obligations, prime commercial paper, subsidiaries, advances
of expense money and credit to customers. Astro has agreed not to merge or consolidate with

• any other corporation or dispose of a substantial part of its assets without the consent of the
holders of Gu-i /o of the outstanding notes under the agreements. This consent must be obtained
for the proposed merger of Astro into Golconda. In the event that, while the loan is outstanding,
M. J. Coen, Edwin B. Wright, Albert W. Thomson, William's. Morris and Daniel L. Brenner, or
any of them, shall not possess the power to cause to be elected a majority of tho directors, the
holder or holders of not less than 66%'/I- of the principal amount of the Notes then outstanding
may declare all the Notes hereunder due and payable on 90 days notice.

Astro has entered i n t o a term loan agreement -with the Central National Bank in Chicago for
$2,000.000. That agrccjm-nt embodies the same restrictions as the insurance loan. (See "Notes
to Capitalization," page 9.)

Upon Die elVedivrnoss of the merger the Surv iv ing Corporation will become obligated to
observe these restrictions.

CONVERTIBLE SUBORDINATED DEBENTURES
Astro, in March of 1970, issued $5,000,000 in aggregate principal amount of 1% Convertible

Subordinated Debentures which are fully registered. These Debentures will be assumed by the
Surviving Corporation. They wil l mature on January 1, 1990; bear interest at the rate of 1% per
a n n u m ; are subordinated: redeemable dur ing 1970 at 107% of principal, decreasing thereafter
at the rate of 0.5% each year to par, so that in the year 1984 and thereafter, the Debentures are
redeemable at par. The Indenture provides for a required annual sinking fund beginning in 1D76.

The Debentures will be convertible into common'stock of the Surviving Corporation at the con-
version price of $10.67 per share, subject to adjustment in certain events to prevent dilution.

The I n d e n t u r e as set for th in this paragraph will restrict the Surviving Corporation in the
payment of casli dividends on its common stock or the redemption of shares of its common stock
for cash. The Indenture provides that Astro wi l l not declare any cash dividend on its Common
Stock, or purchase, redeem or otherwise acquire for a cash consideration any shares of Common
Stock, if, af ter giving ell'ect to the proposed declaration or acquisition, (i) the aggregate amount
of all cash dividends on capital stock of Astro of all classes paid or made after November 30, 1969,
plus ( j j ) the .excess, if any, of the aggregate amount of all cash payments made subsequent to
such date on account of tho purchase, redemption or other acquisition of shares of Common Stock
over the aggregate amount of the net cash proceeds to Astro from sales subsequent to such date
of Common Stork, would exceed 51,000,000 plus (or minus in the case of a deficit) the consolidated
net income as determined in accordance with generally accepted accounting principles, from De-
cember 1, 19G9 to the end of the last calendar month preceding the date of such proposed" declaration
or acquisition. '-
PRINCIPAL STOCKHOLDERS

The fo l lowing table sets forth the number of shares of the Common Stock and Convertible
Preferred Stock of Astro owned beneficially and of record as of March 31, 1970 by (a) each person
who, as of that date, to the best knowledge of Astro, was the record or beneficial owner of more
than 107!- of its outstanding shares of either such class and (b) the oflkers and directors of Astro
as a group.
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NnmbfT of
Common
Skarci

Percentage
of Common

Sharei
Preferred

Share*

184,000(A) 32.8 To (A) None

Percento.ni
of Prc/crred

Sliarci

None

(B)' (B) None None

79,026(O 14.19o(C) 5,989(0) l.37o

(B)

(C)

Tuft of
Xante Qn-iierihip

First Greystone Associates Record and
Floor Three Beneficial
Columbia Unii-u Bank Building
Kansas City, Missouri

State Mutual Life Assurance Record and
Company of America Beneficial

440 Lincoln Street
Worcester, Massachusetts

All 13 Officers and Directors Beneficial
• as a Group

(A) The partnership al.vj owns warrants to purchase 45,000 shares of Astro't Common Stock, and its holdings
would represent 37.8?.- of the class after exorcise of such warrants. It may be deemed a "parent" of Astro as
that term is defined in the Securities Act of 1933. The following officer* and director* of Astro are partners
of First Greystone: M. J. Coen, Albert W. Thomson, Edwin B. Wright, and Daniel L. Brenner.

In connection with a $5,000,000 loan by insurance companies State Mutual received a warrant to purchase
100,000 share!* of Pioneer Common Stock and is now entitled to purchase 155,082 share* of Astro's Common
Stock which represents 21.8';- of the class after exercise of such warrant.

The officers and directors ntso beneficially own warrants to purchase 24,524 shares of Astro's Common Stock,
which is 9.0'> of all oiMstamlinc warrants. Upon exercise of such warrants their holdings would increase to
15.6',r of the Common Stock. These holdings include their interest in shares and warrants held by First Grey-
stone Associates.

(D» Docs not include 330 shnres beneficially owned by members of the immediate family of an officer and director
in which he disclaims any li»nrficial interest. Officers and directors as a croup also own options to purchase
3.002 shan-s of Astro's Cnnvertihle Preferred Stock, which is 39.3f'c of all such options outstanding and upon
exercise thereof their holdings would increase to 2.07o of the Preferred Stock.

BUSINESS, HISTORY, AND PROl'ERTY '

Incorporation and Development
•

Astro Controls. Inc. was organized under Delaware law on May 6, 1969, pursuant to an Agree-
ment of Consolidation among Pioneer Astro Industries, Inc. ("Pioneer"), an Illinois corporation
organized on April 27, 1946, The Bastian-Blessing Company ("Bastian"), an Illinois corporation
organized on M:iy 9, 1008, and Kcpco Incorporated ("Kepco"), a Delaware corporation organized
on March 14, 1969 for the sole purpose of qualifying Astro as a Delaware corporation upon effec-
tiveness of the consolidation.

On July 8, 1963, Midland Securities Company, Inc., acting on behalf of fifteen persons, com-
pleted the acquisit ion of 268,000 shares, 61% of the then outstanding shares, of Pioneer Common
Stock for an aggregate purchase price of $3.025,000 or an average price of $11.29 per share. Pio-
neer then acquired control of Bastian through the purchase of 338.556 shares, 41% of the then
outstanding shares, of Bastian Common Stock at various dates between September 1, 1968 and
January 17, 1969. Of the total Bastian shares purchased, 19,960 shares were acquired through a
public tender offer at $35 per share for an aggregate cost of §698,600, and 318,596 shares were ac-
quired through--various private purchases at an aggregate cost of $11,837,548 or an average price
of S37.16 per share. Additional expenses totalling $95,027 were incurred in connection with the ac-
quisition. (See "Astro—Interest of Astro Directors and Others in Certain Transactions," page
27.) Upon the eirectifeiiess of the consolidation. Astro's Convertible Preferred Slock was issued
on a share for share basis to holders of 487,380 shares of Bastian Common Stock (which excluded
the shares held by Pioneer) and Astro's Common Stock was issued on a share for share basis
to holders of the 528,659 shares of Pioneer Common Stock and the 34 shares of Kepco Common
Stock.

Astro now operates its diversified businesses as three principal divisions. The RegO Division,
which manufactures and markets valves, regulators and other controls for pressurized gases, and
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the Food and Beverage Equipment Division, which produces and sells a wide variety of food and
beverage equipment, were operated as divisions of Bastian. Pioneer's business is operated as the
Pioneer Astro Division, which engineers and manufactures precision and ultra-precision compo-
nents and assemblies used primarily in the defense and aerospace industries. Since the consolida-
tion, the Pioneer Astro Division has experienced a substantial decline in sales, primarily as a re-
sult of the Ciovernment's cancellation of the Cheyenne Helicopter project on which it was a sub-
contractor us well as the general cut back in defense expenditures and this has had an adverse effect
on Astro's earnings since the fourth quarter of fiscal 1969. On October 31. 1969, the Company
discontinued operations of a subsidiary, B/B Imperial. Inc. and is currently attempting to liquidate
and transfer the operations of its Paris, Illinois plant Since March 31, 1969, however, the Food
and Beverage Equipment Division has experienced an increase in its sales and backlog due pri-
marily to the receipt of orders from a nation-wide drive-in restaurant chain and its franchisees.
(See "Business—Food and Beverage Equipment Division," page 32.)

The principal executive oflices of Astro are located at 8550 West Bryn Mawr Avenue, Chicago,
Illinois.

Astro operates the businesses of its predecessors as substantially autonomous divisions. The
following table sets forth the approximate percentage contribution to the Company's net sales and
gross profits by each of the three divisions of the Company (see Note (a) of Astro Controls, Inc.
and Subsidiaries—Consolidated Statement of Earnings).

fixeal

NET S.if.ES:
50

Food i Bevcr.ifrc Equip:
Food
Bcvcrnpt*
B/B Imperial*

Pioneer ,

GROSS PROFITS:
Rcc*0
Food & Beverage Equip:

Food
Bcvcraeo
B B I m p e r i a l ' .

Pioneer

10
11
11

41

9

58%

21
9
5

35

7

19
11
. 9

39

11

5G7«

22
9
5

36

8

20
10
10

40

14

60%

25
5
6

36

14

20
8
7

35

13

58%

24
2
5

31

11

28
7
3

38

10

G67. '

27
1
2

30

4

22
7
3

32

12

657.

24
2
3

29

6

32
7

39

6

61 %

37
3 '

40

(1)
• The operations of this subsidiary were discontinued on October 31, 19(39.

Astro maintains centralized accounting and other service functions for the divisions as well as
a corporate headquarters ollice. Because of the nature of the expenses incurred and the non-com-
parability of Information for prior years it is deemed impracticable to accurately apportion such
expenses to the divisions to arrive at a meaningful net profit by division.

RegO Division

The RegO Division designs, develops, manufactures and markets: (a) pressure, regulators,
valves anil other control equipment for LP-gas and anhydrous ammonia; (b) pressure regulators,
cylinder valves, manifolds and other control equipment for atmospheric and other compressed,
l iquif ied and dissolved gases: (c) gas welding and cutting equipment; (d) medical oxygen and
chemical equipment; (e) electric welding products; (f) pneumatic control devices for the fluid
power industry; and (g) cylinder valves and regulators for self-contained breathing apparatus. A
common characteristic of RegO Division products is the control or regulation of the flow of gases
either into or out of containers in which the gases are stored, or into piping systems. RegO®
products are designed for a wide variety of gases and temperature and pressure extremes. Products
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for use with cryogenic gases are required to withstand temperatures as low as minus 320C F. De-
pending on their application. RegO equipment if designed to regulate pressures from a few ounces
to 10,000 pounds per square inch.

Products of the RegO Division are fabricated from purchased raw materials consisting pri-
marily of forgings, castings and bar stock of brass, steel, aluminum, zinc and stainless steel. Ma-
chining operations are performed on single and multiple spindle lathes, automatic chucking ma-
chines, mil l ing machines, drill presses and similar equipment. Strict quality control in the fabri-
cation and assembly of RegO* products is maintained through machine testing and physical
inspection.

Approximately 2.7>r.'e to 3% of the Division's net sales is spent for research and development,
jvhich consists of testing and selection of materials to be used as well as designing new products to
meet changing demands in the various compressed gas industries. A significant number of the Di-
vision's products, specifically in the welding and breathing apparatus fields, are designed and made
for specific customers, such products usually being designed jointly by the customer's and Astro's
engineers.

Astro deals with a large number of suppliers of raw materials and components. It has no long-
term contracts for any of its raw materials and component requirements. In cases where Astro
purchases raw materials or components from a single supplier there are alternative sources avail-
able. The cost of a number of raw materials used by the RegO Division has risen during the past
year, and attempts have been made to offset this increase by an increase in the selling price of
the products of this Division. Prices of the Division's products range from $.25 to $522, with
most of the revenues derived from the sale of items ranging from $2 to $20 per unit.

Food and Hcrvragc Equipment Division

The Food Equipment subdivision designs, manufactures and markets a broad line of modular
and custom kitchen, cafeteria and restaurant equipment for commercial and industrial feeding op-
erations. Standard catalog units, as well as many custom items, are manufactured for all types of
fast-food operations, l imited menu drive-ins, restaurants, nursing homes, hospitals, colleges, de-
partment stores, discount and variety stores, schools, government agencies, military exchange
bases and insti tutions that have mass feeding facilities. Installations may include short order
equipment such as display cases, shelving and beverage stands, soda fountains, food warmers, re-
frigerator bases, salad and sandwich preparation unit's and griddle stands, or a complete cafeteria
line-up and kitchen dish tables, workboards and sinks.

Astro engineers and dis tr ibutors frequently assist the customer in planning the entire food
service layout , i n c l u d i n g all necessary equipment for storage, preparation and service of food, as
well as clean-up operations. Approximately 50% of the subdivision's business is comprised of
custom mamif i ' . i ' lur ing of special orders. The manufacturing operations, located at Grand Haven,
Michigan, consist of the cutt ing, bending, forming and welding of sheet metal (primarily stainless
steel) and of polishing, insulation foaming, painting and wood work. Astro also purchases a few
component parls. such as compressors and valves for refrigeration units, grease filters for griddle
stands and sUiinless steel pans for warming tables. To complete ready-for-operation installations
for customers A^tro purchases certain finished products, such as ranges, refrigerators, ice makers,
dishwashers, garbage disposals and coffee makers. These parts and products are manufactured com-
mercially, and Astro has no long-term agreements with suppliers nor has it encountered any
difficulties in obtaining!its requirements.

Sale prices of the subdivision's products range from $1 to $2.750 per uni t , wi th most sales
generated by items priced between $850 and SI,500. Because of sales to a new customer and its
franchisees. McDonald's System, Inc. (a major national drive-in restaurant chain), this subdi-
vision's cont r ibu t ion to the net sales and gross profits of the Division for fiscal 1969 were 747c and
907c, respectively, compared to 57',r and 11% for the same period in 1968. Since March 31, 1969,
® indicates a trademark registered in tlie United Statn Patent Office.
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Astro h;is received orders of approximately J9.200.000 from this customer, of which 54,510,000
had been shipped nt March 31. 19~0 and the balance is due to be shipped during the period ending
October 31, 1970.

The Boverage Equipment subdivision desiims. develops, manufactures and markets products
sold under three trade names. Rrcelall* products consist of components for beverage dispensers
and water coolers. Mrt,-rflo* products include portion-controlled milk dispensers and automatic
coflee brewers for iit.stjtiitioii.-il and commercial use. Electro Freeze* products consist of soft ice
cream freezers, shake machines, batch freezers for hard ice cream and freezers for semi-frozen car-
bonated drinks. Other than the purchase of certain component parts such as compressors and
motors, each of these products is entirely fabricated by Astro at its plant in Paris, Illinois.
Approximately 48% of the subdivision's sales are derived from Eteclatt products, which range in
price from $7.50 to $250, and approximately 39% of its sales come from Electro Freeze products
ranging in price from $900 to 51,200.

During fiscal. 1969, the Beverage Equipment subdivision contributed approximately 18% and
3% of the net sales and gross profits, respectively, of the entire Division. Also during fiscal 1969
the operating costs of this subdivision exceeded its gross profit by $405.349. In addition, during
the same period $134,000 of I960 Electro Freeze machines have been written off. The principal
cause of the unprofitable operation at Paris was in the engineering of a line of Electro Freeze soft
ice cream machines introduced in 19G7. Astro encountered extensive field service problems and
a substantial decline in customer acceptance of that product line. In addition to correcting such
engineering difficulties. Astro has introduced some improvements in the product line but the
operations and the Paris plant will be liquidated or transferred in the near future.

The operations of B B-Imperial. Inc.. a subsidiary of Astro, a distributor of restaurant sup-
plies, were terminated on October 31. 1969. The subsidiary contributed approximately 8/» of
the net sales and 7% of the gross profits of the Food and Beverage Equipment Division in fiscal
1969, compared to 20% and 10% in the prior fiscal year. Management determined that this subsidi-
ary did not return a satisfactory profit on the capital employed.

Pioneer Astro Division

The Pioneer Astro Division is engaged in the engineering and manufacture of precision and
ultra-precision components and assemblies or sub-assemblies for direct use in missiles, space ve-
hicles, fire control equipment, ground support devices, radar and tracking devices, other products
associated wi th nat ional defense, commercial aircraft, computers, vehicles and other industrial
and commercial products. Products include: (a) gear box housings and covers for jet engines;
(b) housings and frames for inertial guidance equipment; (c) shafts, rotors and drive plates for
air bearings: (d) stator torque tubes; (e) inner cylinders for commercial aircraft ; (f) gearboxes
for atomic submarines; (g) war heads for two classified missile projects; (h) beryllium housings,
discs, head plates and lense cells for NASA; and (i) frames and supports for computers. Approxi-
mately 157r of net sales consist of custom machinery, tools and dies engineered and/or manufac-
tured for atomic energy projects, and the farm implement, automotive, electronic, computer and
office equipment industries. For the years ended April 30. 1968 and 1969 and the year ended No-
Trober 30. 1969 as restated, United States Government contracts and subcontracts accounted for
tr~t.«3'*c and S3% of net sales, respectively. Prime contracts accounted for 8% and 4*/o of the

. MUl Gewtrr.ment sales in the latest two periods, respectively.

design and manufacture of most of the Division's products requires a high degree of en-
; capability and technological skill. To obtain and to retain certain highly trained person-

i tar this work, the Division must compete with larger ami older companies, some of
f to offer substantial inducements to such personnel. Though the competition for
~~ (Treat, the Division has always been able to satisfy its requirements for

Research and development is conducted primarily on a contract basis in
'.easterners.

33

LS 000275

Golc - CDA dm - 0275



For the period from May 6 throujrh November 30, 1969, the operating costs of this Division
have exceeded its gross profit by $54.966. Management attributes this primarily tn the cancellation.
for the convenience of the Covernment, of the Cheyenne Helicopter project. The generally pub-
lished reasons for the cancellation include problems in refining the performance of the aircraft
and government economies in the defense budget. While steps have been taken to reduce labor
and overhead expenses, these costs are largely fixed so that the Division is limited as to the econo-
mies that can be achieved in the short run. This Division had an operating loss of $14.214 for fiscal
19G9 and is currently experiencing a loss and no assurance can be given that losses will not continue
beyond the current fiscal period.

All of the sales of the Pioneer Astro Division for Government end-use are pursuant to fixed
price contracts. Under a fixed price contract, the contractor reali/.es all the benefits of decreased
costs and all the detriments of increased costs in connection with the contract. All Government con-
tracts are !>y their terms subject to termination by the Government either for its convenience or
for defau l t of the contractors. Fixed price contracts provide for payment upon termination for
items delivered to and accepted by the Government and, iMhe termination is for convenience, for
a payment of the contractor's costs, incurred plus the costs of settling and paying claims by termi-
nated subcontractors, other settlement expense and a reasonable profit on its costs; but if such
termination is for default (i) the contractor is paid such amount as may be agreed upon for man-
ufacturing materials and partially completed products accepted by the Government, ( i i ) the Gov-
ernment is not liable for contractor's costs with respect to unaccepted items and is entitled to re-
payment of advance payments and progress payments, if any, related to the terminated portions
of the contracts, and ( i i i ) the contractor may be liable for excess costs incurred by the Government
in procuring undelivered items from another source. Pentagon procurement policies, the General
Accounting Oflice and the Renegotiation Board controls are such that, in the aggregate, profi t
margins on contracts with the Government or for Government end-use are generally lower than on
other contracts. .

The Renegotiation Act of 1931. as amended, makes subject to renegotiations by the Govern-
ment all profits realized under Government contracts. No renegotiation adjustment has been made
for any of the five years ended April 30, 1968. Astro does not anticipate any adjustment for the
year ended April 30,'19G9, but it cannot offer any assurance as to the outcome of renegotiation pro-
ceedings for that or future years.

Sales and Marketing

Astro has approximately 10,000 customers of whom G accounted, in the past fiscal year,
for approximately 25 ri of its sales. There are 2 customers, each of whom accounted for over 5%
of the sales and together accounted for 12% of sales. If Astro receives no further orders from
McDonald's System, Inc. or its franchisees, future sales and earnings may be adversely affected.
(See "Business — Food and Beverage Equipment Division" above.) Government-related sales
amounted to 127i- of sales, most of which were made by the Pioneer Astro Division. Approximately
G7c of Astro's sales were exported.

Division products are sold nation-wide and, to a limited extent, abroad. These sales are
made by a combination of 10 full- t ime Astro salesmen. 4 franchised distributors and 31 distributors
abroad. Astro also distribute.1* a substantial number of catalogs to LP-gas marketers and anhydrous
ammonia dealers throughout the country. In the last fiscal year the largest customer of this Division
accounted for 11','! of its sales and its three largest customers accounted for about 24% of its sales.

In the Food ami .Beverage Equipment Division, food equipment products are sold through a
nation-wide group of 75 distributors, a majority of whom confine themselves to the sale of Astro's
products. An Astro field sales organization services the distributors and also makes direct sales
to certain repetitive customer accounts such as the Army and Air Force Exchange Service. This
subdivision maintains a New York office to service national accounts headquartered in New York.
The Electro Freeze line is distributed throughout the United States through 50 non-exclusive
distr ibutors. K.rccMl products are sold directly by 2 full-time Astro salesmen, and Mctcrjlo products
are distributed through approximately 20 manufacturers representatives.
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Sales of the Pioneer Astro Division are made through a sales manager and 6 sales engineers
to approximately 65 customers most of whom are either prime contractors or sub-contractors under
United States Government contracts. In the year ended April 30, 1069, Pioneer's largest customer
was the Lycoming Division of Avco which accounted for 35% of its sales and the 6 largest cus-
tomers of Pioneer accounted for 73% of its sales. Anjr substantial reduction in Government spend-
ing for defense purposes generally would have, and has had, an adverse effect upon the sales and
profit contribution of the Pioneer Astro Division.

Backlog
As of March 31. 1970. Astro's backlog of unfilled orders, excluding the Beverage Equipment

subdivision amounted to $15,559.000 compared with $11,103,000 at the same time in the previous
year. The latter figure included $2.177,000 for the subcontract on the Cheyenne Helicopter
project which was subsequently cancelled. The current backlog includes approximately $4,690,000
of unfilled orders received from McDonald's System, Inc. and its franchisees. The Beverage
Equipment subdivision's backlog as of March 31, 1970 was $616,000. Data as to backlog for
this subdivision is not available for the year earlier date."

The backlog of Government-related business at March 31, was $2,303,000 in 1970, repre-
senting 146 separate contracts and $4,282,000 in 1969. This backlog wan in the Pioneer Astro
Division, and the 1970 amount is after a recent cancellation of n $2.305,000 order as a result
of the United States Government's decision to terminate its contract for the Cheyenne Helicopter.
Because of the large dollar amounts and long lead times of some of these contracts, backlogs may
fluctuate substantially" from time to time. Moreover, Government-related orders are frequently
subject to price adjustments, contract definitization, future appropriations by the Congress and
periodic allocations of appropriated funds by the Government agencies involved. Backlog amounts
are not necessarily indicative of sales for subsequent periods.

Inventory and Receivables
For the twelve months ended March 31, 1970, Astro's"average inventory turnover ratio was

2.17 times per year, or 5.5 months, and the average collection period for accounts receivable was
64.6 days.

•
Competition

In each of the fields in which Astro is engaged it is subject to intense competition from a large
number of firms, many of which are older and larger and have greater financial resources than
Astro. The principal market for the products of the RegO Division is the LP-gas industry, and
the Division is a significant supplier of LP-gas equipment. With only a few exceptions, most of
the suppliers of food service equipment are local or regional in character and generally smaller
than the Food Equipment subdivision. The Beverage Equipment subdivision is not a major factor
in the market it serves, and similar products are manufactured by one or more firms larger than
that subdivision. Astro believes that there is a surplus of machine shop and machine tool capacity,
and although the number of firms which'at present can meet the specifications for ultra-precision
work may be limited, they may be expected to increase.

Employee Relations
Astro b.as approximately 1.800 full-time employees of which 100 are in executive and

managerial positions. 250 are engaged in professional, administrative and sales work, 280 are
office and clerical and the balance consists of factory, warehouse and other production-related
personnel. About .r>J<) of the employees are represented l>y three unions under contracts expiring
on September 30, 1971, February 29, 1972 and November 30, 1972. With the exception of a 64-day
strike against the Beverage Equipment subdivision in 19G7 and a three-day strike at the Food
Equipment subdivision in 19GG. there have been no work stoppages or other disruptive labor
practices in recent years. The Food and Beverage Equipment Division has recently negotiated
new contracts expiring September 30, 1971, and November 30, 1972 replacing two contracts which
expired on September 30, 19f>9 and November 30, 19G9, respectively. On August 8, 1969, a
representation election was held at the RegO Division plant. Of the approximately 605 factory
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employees entitled to vote 2G.r» voted against union representation and 2^9 voted in fuvor of such
representation. The results of this election have been certified by the Nationnl Labor Relations
Board.

In addition to deferred compensation arrangements and bonus plans for its executives (See
"Astro—Management—Remuneration of Directors and Officers," pate 25.) Astro has niiii.ouitribu-
tory pension plans for both salaried and hourly employees of the RcgO and Food and Beverage
Equipment Divisions and a contributory profit sharing plan for the employees of the Pioneer Astro
Division. Astro also has group hospital, medical, disability and l i fe insurance plans. Astro has filed
with the Securities and Exchange Commission a Monthly Investment Plan for its full time em-
ployees. This plan has become effective and is currently being offered to all fu l l time employees.

Plants and Property
The principal plants operated by Astro are listed below, with their location, square footage

and acreage involved, and the principal products manufactured or services rendered at such location.
The first three facilities listed below are owned by the Company and the remainder are leased.

Acrragt
A ;•;""" r ' .mntt (irhi 'ft

^ !•"• .•! na (i/i/i/i-
r>ifi.ii'»i ar SiihsidiiirH Luralian <>':;- '»rr r"< rl) _£^'''^J|_ rriuripnl Pi-Hi/ i ir<»

ResO " ~ ~ ~ ~ Chicago, Illinois 3 l ' i . i im>( l ) l!i.2 V.ilv.-. nn . l control*
Food and Beverage Equipment Grand Haven. Michigan .iJ'i.uOO 1T.8 (•'••• ' •"iniinin-nl

* Pari*. I l l inois 7!i.<)00(2) 27.0 ! » • • > • • ! : . impincnf
Pioneer Astro Harwood Heights. I l l inois 9G,OuO(3) — I'rvcisn'» ami ultra-

precision machin ing
Corporate Headquarters • .. Chicago. Illinois S.nOO(4) — txi'culivc Offices

(1) Sec Note 3 to "Capitalization" concerning a mortgage on th is p lant .

(2) The Paris plant is being closed. Effort will be mad'- to sell or Icuse this facility.

(3) The plant and adjacpnt kind arc l»:iwd for an annual r rn la l "f 5T^.fini) p lus tnxrn ami insuraiu 'p . which in the
year ended April 30, 19C9 amounted to approximately J21.00(1. fnmi a trust established for tlu- benefit of linual
descendants of Albert S. Kepi-n. Vice Chairman of the Hoard and f 'h ic f Kxevulive Olli i ' i -r "f As tm. fur a term
of six years ending September 30, 1'JTii, with an option to ront-w fur five yoars. Rulirr t P. K i - p n n . an ufliccr and
director of Astro, and his children arc lineal di'scc-rnl.inl* of ADirrt S. Kepcn. i See " . \ s i r - - ' l > u . - n - s t . « of Astro
Directors and Others in Certain Transactions," pas'" -".)

(4) The annua l rc-ntal is $""i.^i):j with an ex])iration date of August -!1. 1071.

With the exception of a leased computer. Astro owns all the significant machinery and equip-
ment used in its operations. Astro considers th;iL its plants and equipment. u-Jiethcr owned or
leased, are well maintained, adequately insured and. with normal additions and improvements,
adequate for its present and foreseeable requirements. Current utilization of Astro's facilities is
approximately 91/o of capacity.

Patents and Licenses

Astro holds 129 patents with respect to certain products sold by the RegO and Food and
Beverage Equipment Divisions. The patents cover products such as valves, filters, regulators,
pumps, carbonators, beverage dispensers, freezers, food warmers and gas control devices. In con-
nection with certain of these patents, licenses have been granted to producers in Canada, Mexico,
Great Britain. Argentina, Venezuela, Australia and Israel. Royalty income of about $100,000 per
year is generated therefrom. Expiration dates on the income producing patents rang? from 1979
through 1985 and on {he licenses from 90 days after notice to 1980. In the opinion of management.
Astro's. operations are not in any substantial way dependent upon any patents, patent applications
or patent licenses.

LITIGATION

There are no material lawsuits pending or threatened against Astro other than normal,
routine type of litigation, claiming alleged products liability, which are adequately covered by
products liability insurance.

36
LS 000278

Golc - CDA dm - 0278



RIGHTS OF DISSENTING STOCKHOLDERS
AS TO COU'ONDA STOCKHOLDERS

Section W-150 (as amended) and Section 30-156. Ichho Code, provide that a shareholder who
docs not vote in favor of a merger may, within 20 days after the date upon which the merger was
authorized, object thereto in writing and demand payment for his shares. If the company and the
shareholder cannot agree upon the value of the shares at the time such corporate action was author-
ized. the value shall be ascertained by three disinterested persons, one of whom shall be named by
the .shareholder, another by the company and the third by the two appraisers thus chosen. The find-
ings of the appraisers shall be final.

Voting against, or a direction in the Proxy to vote against, the adoption of the Agreement of
Merger does not constitute a written objection with respect to dissenting shareholders as referred to
in the above paragraph. The corporation will give no further notice of the date before which objec-
tion to the merger must bo filed as specified. Objections, if any, by Golcond.i shareholders must be
died wi th the company on or before September 1, 1970. A copy of the pertinent provisions of the '
Idaho Law is attached as Exhibit II.

AS TO ASTUO STOCKHOLDERS
The General Corporation Law of Delaware provides that a stockholder who desires to exercise

his rights as a dissenter must (1) object in wr i t ing to the merger before the merger vote is taken;
(I1) not vote in favor ol' the merger; (3) w i t h i n 20 days after receipt of the required written i
notice from the Surviving Corporation that the merger is effective, make written demand for pay-
ment of the valup of his shares; and (4) w i t h i n "> months and 20 days after the mai l ing of the
written notice by the Surviving Corporation, tile suit in the Court of Chancery of Delaware.

hi the event of the fa i lu re of the dissenting stockholder to take any one of the steps outlined,
he probably wi l l ld?e all r ights as a dissenter. Dur ing the 'M days fol lowing the 20 days after
receipt of the written notice from the Surviving Corporation, the dissenter may agree with the
Surviving Corporation on the value of his shares.

Astro stockholders will not receive any notice, other than that set forth herein regarding the
foregoing rights. Stockholders making a timely demand shall thereafter follow the procedures
set forth in Section* 2G2 of Title 8 of the General Corporation Law of the State of Delaware
annexed hereto as Exhibit III.

GENERAL INFORMATION
In addi t ion to the solicitation of proxies, the officers, directors and regular employees of Gol-

conda and Astro, without receiving any additional compensation therefor, may solicit proxies by mail,
telephone or personal contact. Each corporation will also request stock brokers, banks, and other
fiduciaries to forward proxy material to their principals or customers who are the beneficial owners
of shares, and each corporation will reimburse t.licm for their out-of-pocket mailing and reasonable
expenses in doing so. Golconda and Astro may engage the service of one or more professional proxy
solicitation firms if such action is deemed desirable.

By Order of Golconda Mining Corporation
•̂

D. L. Hess, Secretary

By Order of Astro Controls, Inc.

Albert W. Thomson, Secretary

Dated: June 30, 1970
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AUDITOR'S OPINION

Board of Directors and Shareholders
GOLCONDA MINING CORPORATION

1 have examined the balance sheet of GOLCONDA MINING CORPORATION as of December 31,
19f>9, and the related statement of income for the five years then ended and the statement of
retained earnings for the three years then ended. My examination was made in accordance with .,
generally accepted auditing standards and accordingly included such tests of the accounting records
and such other auditing procedures as I considered necessary in the circumstances. All securities
owned by the company were verified either by direct examination or confirmation.

In my opinion, the above mentioned financial"statements present fairly the financial position
of Golcondn Min ing Corporation at December 3J, 1909, and the results of operations for the five ,
years then ended, in Conformity with generally accepted accounting principles applied on a con-
sistent basis, except for the capitalization of interest in the year 19G9 with which I concur.

P. R. O'SHAUGHNESSY
Certified Public Accountant

Ellensburg, \Vashinglon
February 23, 1970
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GOLCONDA MINING CORPORATION
BALANCE SHEETS

ASSETS
Drccmbrr
32.19S9

March
31.1970

(Unaudited)

CASH IN BANKS * "2,011 » 275.184
RECEIVABLES— AFFILIATES AND OTHER 35323 34354

INVESTMENTS—AT COST (approximate market value $23,001,400 and
$2.1.001.400 and $24,318,000 respectively) (Note* 2 and 4) 5,095,399 6.170.975

PROPERTY, PLANT AND EQUIPMENT—AT COST (Note 1) 697,096 697.096
Less accumulated amortization, depletion and depreciation 631,173 631,173

66,923 65,923 '
**" _ _

$6.379,156 J5.546.30r,

LIABILITIES AND CAPITAL

LIABILITIES

Notes Payable— Banks (Ndte 2) $2.245.000 $2,345,000
Accounts payable 200,206 197,591
Income taxes payable (Note 3) — —

Total liabilities 2,451,206 2,542,591

COMMITMENTS AND CONTINGENT LIABILITIES (Notes 3 and 6)

•

Capital stock, nnn-ns'essdble. par value ten cents per share—authorized 2,000,000
shares, all of which are issued ; 200,000 200,000

Capital surplus ' 184,142 184,142
Retained earnings ... . 3.029,408 3,105,773
Treasury stock—at cost (67,000 shares) (485,000) (485,600)

2,927.950 3,004,316

$5,379,156 $5.546,906

The accompanying: notes are an integral part of these statements.
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GOLCONDA MINING CORPORATION
STATEMENT OF RETAINED EARNINGS

Ytar Ended December 3t. t*rr'*/?"'*•Ended Martti
1967 1168 1969 31.1970

(Unaudited)

Balance, beginning of pvrioU $2,463.542 12,662.970 $2.912.586 $3.029.408

Net investment ineom* 281.074 284,123 310,472 70465
L«u dividend! paid 212,630 231.900 231,0r,0 -0-

Balance 69,044 52.363 78,512 76,305
• Net realized gain on investment* 130384 197,253 38410 -0-

ToUl - 199,428 249.616 116.822 76405

Balance, end of period $2.662,970 $2,912.586 $3,029,408 $3,105.773

The accompanying notes are an integral part of thes* statement*.
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(1)

GOLCONDA MINING CORPORATION
NOTES TO FINANCIAL STATEMENTS

For the three years ended December 31, 1969,
and for the three months ended March 31, 1970 (Unaudited)

PROPERTY. PLANT AND EQUIPMENT
Property. Plant and Equipment at December 31. 1969 and March 31. 1970 consisU of the follow.ng:

Aeenmnlalrd
Amortization,
Depletion anH

Colt nrpeeeiation
$ 386.618Mine tunnels and drifts •.

Uepletable mining property
Flotation mill and mine buildings
Office equipment
Other mineral interests

Total »69"-096

$ 386.C18
10.1.820
140.021

1,046
66.591(a)

fftt
I —

714

$ 031.173

(2)

(a) An aereement was executed on Septemter 29, 1969 wherehy'a portion of these interests with a total cost
of $31,850 would be exchanged for 806,400 shares of Alice Consolidated Mines, Inc. See "Golconda Min-
ing Corporation—History and Business—Properties."

NOTES PAYABLE—BANKS
The notes payable to banks are comprised as follows:

9y4<Tr, due July 1, 1970
9'.;<>. due July 1, 1070 ..
87r. due May 21, 1970- .
8>/»7r. due June 15. 1970

.due April 1, 1970(b)
87, due May 15. 1970

Coltattral(a)

234,850 shs.

10,000 shs.

350,000 shs.

594,850 shs.

December 31,

11,200,000

45,000
110,000

890.000

$27245,000

March 31,
WTfl

$1,200.000
100,000
45.000

110.000
150,000
740.000

$2,345.000

(3)

(a) The notes are collateralizcd by shares of Hecta Mining Company as indicated above.

(b) A new loan agreement was entered into authorizing loans to a maximum of $200,000; $175.000 was bor-
rowed to date *nd the $150,000 not« was paid. The $175,000 ia due in installments of $100,000 on June
10. 1970 and $75,000 on October 10. 1970.

INCOME TAXES
The Internal Revenue Service has examined the federal .income tax returns filed by the Company for the years

19G2 throuch 19fir-, and has proposed additional tax of $270,571. The Company has contested this proposed liability
and has filed a petition with the Tax Court. Returns for 1967, 19C8 and 1969 have not been audited. For further
information ;ec "Golconda Mining Corporation—Litigation and Federal Income Tax"
(4) INTEREST EXPENSE

During 1969. additional interest in the amount of $75,200 was capitalized as cost of investments. If this amount
had been charged to expense, total income for 1969 would be $276,582 or 14 cents per share. Interest capitalized to
the cost of investments for the three months ended March 31, 1970 was $30,037 or 2 cents per share.
(5) COMMITMENTS AND CONTINGENT LIABILITIES

On April 3, 1970 the corporation elected to take a 20?r participation in the working agreement between Hecla
Min ing Company and Alice Consolidated Mines, Inc. Colconda's portion of expenditures under this agreement are
expected to amount to $500,000 over a five year period of time commencing in 1972.
(6) SUPPLEMENTARY PROFIT AND Loss INFORMATION

Supplementary profit and loss information ia aa follows:

V'rnr entird December 31
1367

Charged to Profit And Loss
Maintenance and repairs
Taxes, other than income
Rents and royalties

Total

Charged to "Other Mineral Interests"
Maintenance and repairs $8.950

$ 4.764

19SS

$ 3.802
.2,186

960

$ 6.948

$ 6,450

1909

$ 5,077
2.219

900

$ 8,256

$ —

Three month*
ended

March 31. 1970

$ 583
211
960

$ 1.754

$ —

There was no depreciation, depletion and amortization or management and service contract fees during the
above periods.
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GOLCONDA MINING CORPORATION
CAPITAL STOCK OF M I N I N G COMPANIES

OPERATING COMPANIES—

CoruR D'Ai.ENF. M I N I N G DISTRICT:
Hecla Minine Company (affiliate)
Gul f Resources i Chemical—31.30 Pfd. . .

GOLCONOA AnrA COMPANIES:

To he included in Alice Consolidated project:
Alice Silver-Lead Min ine Co.
Mul lan Sitvrr-Lead Company
United Lead-Zinc Mines Company

Other companies:
Bell Min ine Company
Blnck Bear Mines Company
Granada Lead Mines. Incorporated
Great Eastern Minine Company, Ltd.
Ivanhoe M i n i n g Company, Ltd.
Mul lan Metals. Inc. "

. Square Deal Minine & M i l l i n e Co., Ltd.

OTHER COEUR D'ALENF. DISTRICT COMPANIES:
Aberdeen-Idaho Mininir Company .
Abot Minine Company . . ..
Bullion Min ine Company
Coour d'Alene Syndicate
East Coeur d'Alene Silver Mines, Inc.
Hunter Creek Mining Company .
Idaho-Montana Silver, Inc.

.Metropolitan Mines Corporation
Silver Bowl, Inc. . .. .
Silver Buckle Mines, Inc.
Vindicator Silver-Lead Mines Co.
Yroka-United, Inc.
Wallace Min ine Company

OTHER M I N I N G COMPANIES:
American-South African Investment Co.
Campbell Red Lake Mines
Dome Mines, Ltd
Granduc Mines* Ltd.
La Luz Mines, Ltd.
Homestake Minine; Company
Silver Eureka doVporation
President Brand Gold Mining Co., Ltd. .

Totals «... . .

.Vo. nf
Sham

091,900
1.500

835,025
1.241.756
1.413.354

203.000
880,371
755.442
100.000
358.000
420.512
997.450

13.000
27,502

157.902
318

100.000
fi.500

25.1.834
88.500
.10.500

211.750
148.500
95.500

254,025

1.000
1.000
1.000

48.000
2.000
2.200
5,700
2.000

neetmbrr.ji, mr.<t March .11. 1371)
Cost

$3,830,959
7.7J7

52.178
80.104

. 210,291
4*»

15.000
11.014
9.709
5.000
4.090

13.983
69.552

4.575
3.005

895
48

3,500
1.405
9.989

64.517
9.207

59.194
57,017
28.195
4.845

49.435
24.775
53,307

25.1.677
27.250
08,184
1.1.104
42.438

Mark'f

$20.005,100
26.G25

52.178*
558.790
870.279

15,000*
11.014'
9.709'
5,000«
4.090*

13.983'
259, .1.13

3,900
13,751

895'
48'

23.000
1.500

38,075
72.570

5,475
74,11.1

148,500
20.055
4.845'

27,500
17,250
47,125

510,000
21.500
36,850
10.121
20,500

Cntt

0^

$3,912.5.15
7.737

52.178
80.104

210.291

15.000
11,014
9.709
5.000
4.G90

1.1,983
69,552

4.575
.1.005

895

48
3.500
1,405

9.939
64.517
9,207

39,194
57,017
28.195
4,845

49.435
24.775
53,807

25.1,077
27,250
08,184
1.1.104
42.438

Market
lantiitrrt)

$20,929 .975<a)
27.750

52,178*
807,141

1.000.016

15.000'
11.014'
9.709'
5.00(1'
4.090'

1.1,98.1'
279,280

4.030
10.451

895'

48*
21.000

1.090
38,075
68.145

5,110
84,700

120,225
22,920
4,845'

41,375
21,625
00,000

480,000
22,000
45.925
10.886
32,250

$5.095.399 J23.001.400 $5.170,975 $21.318.000

The market value dors not purport to represent the amount which might be realized upon disposition of these
assets.

•Stated at cost, no quoteil market value. The Board of Directors has designated the stated value to be the fair
value of the rclatvtl securities.

(a) The m:irket value of Ihv investment in Hecla Mining Company common stock based on the June 2'J, I'J'O
price aKK'eirateil $15,221.800.

43

LS 000285

Golc - CDA dm - 0285



HECLA MINING COMPANY AND WHOLLY OWNED SUBSIDIARIES

CONSOLIDATED BALANCE SHEET

The accompanying consolidated balance sheet, consolidated statements of income and notes to
financial statements are a reproduction of the audited financial statements included in Hecla Mining
Company's 1969 annual report to shareholders'.

CURRENT ASSETS:
Cash
Certificates of deposit and accrued interest
Government securities, at cost and accrued interest (approxi-

mates market) t+
Listed capital stocks, at cost (market, $6,125,001 and

$10.174,106) (Note 2)
Commodity margin deposits (Note 2)
Due from sales of products
Accounts and notes receivable
Inventories (Note 3)
Prepaid expenses :

Total current assets

December 31
1963

% 802.412
1,446,290

1,994,488

IQSi(l)

$ 996,255
1,941,176

3,756,957

5,033,609

1,235,519

1,700,971

1,853.116

613,700

47,379

6,098,105

1,244.638

1,737,180

824,644

533,010

88,928

14,727,484 17,220,893

INVESTMENTS AND INTERESTS IN MINING PROPERTIES, AT COST:
Day Mines, Inc. (13.67c owned; market $4,978,151 and $8,477,644)
Sunshine Mining 'Company (3.8% owned in 1969; market

$2,800,000 and $5,200,000)
Granduc Mines, Limited (N.P.L.) (Note 4) ,

Other
PROPERTIES, PLANTS. AND EQUIPMENT, AT COST (Note 5)

Accumulated depreciation, depletion and amortization

OTHER ASSETS

3,628,798 3,628,798

2,574,087

10,039,400

514,856

17,843.844

(6,292,477)

487,545

$43,523,537

2,574,087

10,039,400

480,062

14,512,526

(6,859,449)

301,543

$41.897,860

The accompanying notes are an integral part of the financial statements.
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HECLA MINING COiMPANY AND WHOLLY OWNED SUBSIDIARIES

CONSOLIDATED BALANCE SHEET

December )t
1363 ISSS(t)

CURRENT LIABILITIES :
Accounts payable and accrued expenses $ 1,354,537 $ 1.427,801

* ' Accrued taxes 1.448,284 1,534,307:

i ,
i Total current liabilities - 2.802,321 2,962.108

DEFERRED INCOME TAXES 674,200 201,700'

COMMITMENTS (Note 8)

STOCKHOLDERS' EQUITY (Statement Annexed):
Capital stock. 25< par value:

Authorized. 6,000,000 shares; issued 1969, 5,961,808; 1968,
5,957,208 shares : 1,490.452 1.489.302

Capital Surplus 9,519,411 9,437,045

Earnings Retained in the Business 29,039,313 27,810,355

40,049,176 38,736,702

Less, Capital stock reacquired, at coat: 1969, 235 shares; 1968,
233 sliares 2,660 2,650

Total stockholders' equity 40.046,516 38.734.052

$43.523.537 $41.897.860

The accompanying notes are an integral part of the financial statements.
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HECLA MINING COMPANY AND WHOLLY OWNED SUBSIDIARIES

CONSOLIDATED STATEMENTS OP INCOME

For the Years Ended December 31, 1969 and 1968

INCOME:
Sales of concentrates and products $24.019.091 $20,129,596
Gain (loss) on sale of securities and silver futures (Note 2) (504.584) 1,302,907

Dividend income 548,961 530,808
Interest and other income 455,751 163,866

24,519,219 22,127,177 '

COSTS AND EXPENSES :
Cost of sales 13,668,558 11,570,243
Exploration % 1,381,126 1,865,100
Consolidated Silver Project 275,262 —
General and administrative 747.860 579,155
Property and excise taxes 1,231.795 843,602
Other - 100,464 212.611

17.405.0fi5 15,070,711

Income before provision for income taxes 7,114,154 7,056,466

Provision for income taxes, including federal income taxes of
$1.908,000 and $2,034.000. respectively:

Currently payable 1,767,500 2,290,200
Deferred 472,500 122,800

2,240,000 2,413,000

NET INCOME $ 4,874.154 $ 4,643,466

Per share of capital stock:
Net. income 50.82 $0.78
Dividends paid $0.70 $0.65

Costs and expense*'uictud* provision* tor depreciation, depletion and amortization of 1420,853 in 1969 and
$362,734 in IOCS.

The accompanying notes an an intrgral part of the financial statements.
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HECLA MINING COMPANY AND WHOLLY OWNED SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS

1. ACQUISITION or NET ASSETS or TRANSARIZONA RESOURCES. INC.:

On Si-ptrmher 12. IPfiO the Company acquired substantially ill of the assets of Trangarizono Resources. Inc. tor
l.OOO.OOfl shares of its authorized and unissued capital stock in a transaction accounted for as a pooling of interests.
The 10R8 financial statements have been restated to include the net assets acquired and results of operations of Trang-
arizona.

2. LISTED CAPITAL STOCKS AND COMMODITY MARGIN DEPOSITS:

Details of listed capital stocks at December 31, 1969 are as follows:

American Smeltinir and Refining Company

Newmont Min ing Corporation

St. Joseph Lead Company

New York and Honduras Rosario M i n i n g Co.

Foote Mineral Co
Foote Mineral Co. Convertible Preferred .. .
Golconda Min ing Corporation
Palabora M i n i n g Company

Others . .

Slimier
of

Shares

"80 000

38 125

15 400

15 810
19 100

7 900

25.200
40 700

Co't
12 ma "77

764 621

347 131

692 056
1525 Qfi3

322 171
sn tss

171 107

ifl.aM

Value Baaed
in Mnrktt
Qnotrrtiftnit

f? ^QD And

1 9 1 n dfio

cce oert

flrtd n9n
ore ceo

1QC KK9

n*n mn

tflti flJtn

99 1IW

J5.033.609 J6.125,00t

During 19fi9 the Company purchased 290 silver futures contracts and sold 164 matured contracts at a toss be-
fore related income tax benefits of Jt.241.G32, which was partially offset by fains on sales of listed capital stocks in
the amount of $737.048. At December 31. 1969 the Company held 350 silver futures contracts maturing at various
dates f rom March 1970 through March 1971. Treasury bills and cnsh deposits in the amount of $1.235.519 were held
by brokers as margin for the contracts. The futures quotations on December 31, 1969 were approximately 1375,000
or 10.7c per ounce of silver below the prices at which the contracts were purchased.

3. INVENTORIES, AT LOWER or AVERAGE COST OR MARKET:

Materials and supplies

Metals and product*

19S9

I 444,295

169,405

1963

$ 447,088
85,922

$ 613,700 $ 533.010

On October 1. 19<!5 Grandue leased substantially all of its properties in British Columbia, Canada for a term of
50 years (with an option to renew for 25 years) to American Smelting and Refining Company and a wholly owned
subsidiary of Newmont Mining Corporation. Under the terms of the lease, the lessees are to provide all necessary
funds, services and equipment to put the mine into production. Grandue is to receive a royalty of 22'V« of the de-
fined net proceeds from operation* on the first 32.500,000 tons of ore and 25% thereafter. As a condition of the
lease, Hecla has \xaived it» right to dividends on its preferred stock and Newmont has waived interest on its prior
advances to Grandue until production begins.

A labor dispute during 1969 interrupted work on the property from March 4 to July 25. As a result production
is now estimated to commence in the Imst half of 1970.

4. INVESTMENT IN GRANOUC MINES. LIMITED (N.P.L.):

S'i", Redeemable preferred stock
$100 par value (1007« owned)

Common stock (35.4% owned)
$ 4,865,430 $ 4.865,430

5,183,970 5,183,970

S10.039.400 $10,039,400
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HECLA MINING COMPANY AND WHOLLY OWNED SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS-CoiUinued

5. PROPERTIES. PLANTS AND EQUIPMENT:

Properties, plants and equipment at December 31. 1969 comprise:

Coit Rtiervr

Lakeshore copper property $ 8,06.1,088 $

Other mining properties 1,723,453 872.876

Deferred development costs • 1,916.918 638.237

Plants and equipment 5,218,260 4,281,518

Automotive equipment 814.724 499,846

Land 107,401

H7.843-.844 t 6,292.477

Depletion is computed on a unit of production basis and is based on estimated ore reserves. Depreciation is
computed, generally, on the declining balance method. Amortization is computed on a straight-line method over
an eight-year period.

6. STOCK OPTIONS:

The stock option plan approved by stockholders in 1964 provides for the issuance of qualified stock options to
officers and key employees at 100% of fair market value on the dates the options are granted. The options are for
a period of live years, e.terci.nable during the first two and one-half years as to one-half the number of shares and
during the second two and one-half years as to the other half. During the year options with respect to 4,600 shares
were exercised. At December 31. 1969, 11.400 shares at the price of $18.91 per share were reserved for options
granted and no shares were reserved for the granting of additional options. The excess of the amounts received
for capital stock issued under the plan over the par value thereof has been credited to capital surplus.

7. PENSION PLANS:

The Company and its wholly owned subsidiaries have three pension plans covering substantially all employees.
Total pension expense charged to income was S140.127 for 1969 and $105,618 for 1968, which was substantially paid
into the funds. These amounts include actuarially computed current service costs, amortization of prior service
costs on a 101r per year basis in respect of two plans and full accrual of prior service costs under the other plan
for employees becoming eligible during the year.

8. COMMITMENTS:

The Company has entered into agreements relating to the Company's participation in development of a large
copper ore deposit in Arizona (the Lakeshore Properties) which involves capital expenditures which may ultimately
approximate $100,000,000.
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AUDITORS' OPINION

Board of Directors and Stockholders
ASTRO CONTROLS, INC. •

We have examined the consolidated balance sheet of Astro Controls, Inc. and Subsidiaries
as of November 30. 19G9 and the related consolidated statements of earnings, retained earnings
ajid additional contributed capital for the two years then ended. As to The Bastian-Blessing Com-
pany for the year ended November 30, 1968 (See Note (a) of the Notes to the Consolidated State-
ment of Earnings), we were furnished the report of other certified public accountants. Our
examinations were made in accordance with generally accepted auditing standards and accordingly
included such tests of accounting records and such other auditing procedures as we considered
necessary in the circumstances. ^

In our opinion, based upon our examination and the examination of other certified public
accountants, the above mentioned statements present fairly the financial position of Astro Controls,
Inc. and Subsidiaries as of November 30, 1969 and the results of operations and changes in addi-'
tional contributed capital for the two years then ended in conformity with generally accepted
accounting principles applied on a consistent basis.

Also, we have reviewed the compilation of the consolidated statement of earnings for the
fiscal years ended 1965/6, 1966/7 and 1967/8 and of the consolidated statements of retainer! earn-
ings and additional contributed capital for the fiscal year ended 1967/8. In our opinion, the con-
solidated statements of earnings, retained earnings, and additional contributed capital for the
aforementioned periods have been properly compiled on a basis as explained in Note (a) of the
Notes to the Consolidated Statement of Earnings.

ALEXANDER GRANT & COMPANY

Chicago, Illinois
January 30, 1970
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OPINION OF INDEPENDENT ACCOUNTANTS

To the Board of Directors of
THE BASTIAN-BLESSING COMPANY

In our opinion, the consolidated statements of income and retained earnings of The Bastian-
Blessing Company and its subsidiary (not presented separately herein) present fairly the results
of their operations for the four fiscal years ended November 30, 1968, in conformity with generally
accepted accounting principles consistently applied. Our examinations of the financial statements
of The Bastian-Blessing Company for the four fiscal years ended November 30, 1968 were made in
accordance with generally accepted audit ing standards and accordingly included such tests of the
accounting records and such other auditing procedures as we considered necessary in the circum-
stances.

PRICE WATERHOUSE & Co.

Chicago, Illinois
January 31, 1969

AUDITORS' OPINION

Board of Directors and Stockholders
PIONEER ASTRO INDUSTRIES, INC.

We have examined the consolidated statement of earnings of Pioneer Astro Industries, Inc.
and Subsidiary for the three years ended April 30. 1968 and the consolidated statement of retained
earnings for the year then ended. Our examination was made in accordance with generally ac-
cepted auditing standards and accordingly included such tests of the accounting records and such
other auditing procedures as we considered necessary in the circumstances.

In our opinion, the above mentioned financial statements (not included separately herein)
present fairly the results of operations of Pioneer Astro Industries, Inc. and Subsidiary for the
three years ended April 30, 1968 in conformity with generally accepted accounting principles
applied on a consistent basis.

ALEXANDER GRANT & COMPANY

Chicago, Illinois
June 7,1968
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ASTRO CONTROLS. INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

ASSETS

CURRENT ASSETS
Cash
Commercial notes—at cost (which approximates market)
Accounts receivable

Trade, less allowance for uncollectable receivables of $49,900 in 1969 and 1970
Federal income tax refund
Inventories (Note B)
Prepaid expenses and sundry deposits

Total current assets „

PROPERTY. PLANT AND EIJCIPMENT—AT COST less accumulated depreciation and
amortization of $8,224,291 and $8,496,173 respectively (Note C)

OTHER ASSETS
Excess of cost over under ly ing equity of net assets acquired (Note A)
Deferred debt expense (Note D)
Sundry

November 30.
19S3

March Jl,
1370

(Unauditid)

$ 1.472.GOO $ 920,507
450.000 650,000

7,035,948 7.849,517
199,482 29,480

15,791,664 15,870,987
95,997 208,649

25,045,091 25,529,140

7,175,522 7,180,966

4,374,476 4..174.476
204,583 767,429
430.122 402,542

$37,290,394 $38,254,553

LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES

Notes payable-
Banks $ 4,000,000 $ —
Other 175,000 125.000

Current maturit ies of lone term debt — 4,526,654
Accounts payable 2,278,051 2,943,877
Dividends payable - — 114,091
Income t.-ixcs .". 241,855 198,542
Accrued liabilities

Salaries, waces and commissions 553,597 696,021
Property and other taxes ? 251,379 467,093
Interest 198,269 198.451
Other accrued liabilities 134.326 116,767

Total current liabilities 7,832,477 9,387,096

LONG TERM DEBT—(Note E) 9,526,654 9,000,000
DEFERRED LIABILITIES

Federal income taxes . 381,377 386,578
Compensation plan cost 104,174 111,854

COMMITMENTS AND CONTINGENT LIABILITIES (Note F) — —
STOCKHOLDER' EQUITY

$1.00 Cumulative convertible preferred stock—
Authorized, 600,000 shares of $1.00 par value; issued and outstanding 468,445

and 4j5f>.393 shares, respectively (redemption value $17,566,687 and
$17.114/738, respectively) (Note I) 468,445 456,393

Common stock—authorized, 2.000,000 shares of no par value; issued and out-
standing 547,628 and 559,680 respectively, at a stated value of $1.00 per share
(Note I) <- 54.7.628 569,680

Additional contributed capital 6,529.803 6,529,803
Retained earnings '. 11.809,836 11323,149

19,445,712 19469,025

$37,290,394 $38,254,553

The accompanying notes are an integral part of these statements.
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ASTRO CONTROLS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF ADDITIONAL CONTRIBUTED CAPITAL

Fitcal Year
ended

I3S7/S (ffott A)

Fiieal yror ended
iVovrm6»r 30,

13 S3 13K9

four
ended

March 31,
1370

(Unaudited)

Balance—beginning of peiiod I — $ 8,178,263 $ SJOT.Olff * 6,529303
The Bastian-Blessing Company 3,249.253 — — —
Pioneer Astro Industries, Inc. — — — —
Contributed capital of Bastian applicable to portion

of merger (417!i) accounted for » purchase (1,331,888) — — —
Amount applicable to cancellation of 7,889 Bastian

shares held in treasury (30,742) — — —
Excess of par value of Pioneer and Boatian Common

stock exchanged for Astro shares 4,291,640., — — —
Costs relating to the merger of Pioneer and Haitian — (138,462) (52,711) —

Balance—beginning of period aa restated 6,178.203 6,039,811 6,254,307 6,529,803
Proceeds in excess of par value arising from sale of

7,000 shares of Pioneer treasury stock and conversion
of note payable prior to merger with Astro — 267,207 — —

Allocation of debt discount attributable to warrants is*
sued in connection with 7% subordinated notes to in-
surance companies — — 275,496 —-

Balance—end of period $ 6.178.263 I 6J07.018 J 6,529,803 $ 6,529,803

CONSOLIDATED STATEMENT OP RETAINED EARNINGS
Balance—beginning of period $ — $10,741,512 $10,924,415 $11,899,836

The Bastian-Blessing Company—November 30, 1966 15,343,997 — — —
Pioneer Astro Industries, Inc—April 30, 1967 1.297,661 — — —
Retained earnings of Bastian applicable to portion of

merger (417«) accounted for aa purchase (6,289,630) — — —
Amount applicable to cancellation of 7,889 Bastian

shares held in treasury (63,902) — — —

Balance beginning of period as restated 10,298,116 10,741,512 10,924,415 11,899,836
Net earnings for the period 1,063,523 804,430 1,441,212 152,406

11.361,639 11,545,942 12,366,627 12,052,242

Cash dividends
The Bastian-Blessing Company 922,250 736,828 370,956 —

Less portion (41%) accounted for as a purchase. (378,123) (302,098) — —

644.127 434.728 370,966 —
Pioneer. Astrajndustries, Inc. 66,000 66,000 — —
Astro Controls, Ine—1.50 per preferred share — — 242,300 229,093

Duplication of earnings ($164,799), less dividends
($44,000) due to change in Pioneer's ftscaJ year end — 120,799 — —

Elimination of portion of Bastian dividends paid to
Pioneer in 1968 ~ — (147,465) —

610,127 621,527 465,791 229,093

Balance—end of period $10.741.512 $10.924.416 $11399.836 $11,823,149

The accompanying notes are an integral part at these statement*.
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ASTRO CONTROLS, INC.

NOTES TO FINANCIAL STATEMENTS
(Amounts subsequent to November 30, 1969 are Unaudited)

NOTE A—PRINCIPLES or CONSOLIDATION

The consolidated financial statements include the account* of Astro Controls. Inc. and its subsidiaries. The
Conipnny is the result of a combination, on a partial pooling of interests basil, of Pioneer Astro Industries, Inc. and
The Bastian-Blessing Company as of May 5, 1069.

Excess of cost over under ly ing equity of net assets acquired arose from the purchase by Pioneer of Bastian
common stuck which stuck was cancelled under the terms of the consolidation into Astro Controls, Inc. In the opinion
of manaccmcnt. the cost in excess of net assets acquired is of continuing value and, accordingly, is not subject to
amortization.

NOTE B—INVENTORIES

Inventories used in the computation of cost of goods sold are as follows:

Fiscal yenr ended
19GG/7 $13,097,967
19G7/8 15,353,184

November 30,
1007 15,258.732
19C8 14,279,549
1969 flaw materials and supplies $ 2,423,027

Work in process 2,603,716
Finished goods 10.764.921 15.791,664

March 31,
(unaudited)

1009 14,760.680
1970 '. 15370,987

Inventories are stated at the lower of cost (determined by the first-in, first-out method) or market For in-
terim reporting purposes, physical inventories are not taken and the inventory breakdown is not available.

NOTE C—PROPERTY, PCANT AND EQUIPMENT

Property, plant and equipment is comprised as follows:

November JO, March 31,
1369 mo •

Buildings and improvements I 4,198,300 I 4,309,964
Machinery, equipment and tools 9,974,306 10,101.269
Office furniture and fixtures 553,749 592,448

14.726,355 15,003,681
Accumulated depreciation and amortization 8,224,291 8,496,173

6,502,064 6,507,508
Land 673,458 673,458

t 7,175,522 $ 7,180.906

Depreciation is provided for in amounts sufficient to relate the cost of depreciable assets to operations over their
estimated urn-ice lives. T\\r estimated sen-ice lives and methods used in determining depreciation are as follows:

Dfieription f Servier liyri Method of depreciation

BuiU(.incs nnd improvements 8 to 50 years Straight-line
Machinery and equipment 5 to 20 years Straight-line and double declining-balance
Furniture and fixtures 8 to 20 years Straight-line
Automobiles nnd aircraft 3 to 6 years Principally double declining-balance
Land improvements 20 years Straight-line
Leasehold improvements) Life of asset or • Straight-line

term of lease
whichever is shorter
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Maintenance anil repairs are charted to operations as incurred. Betterments and major renewals are capital-
ized. L'pon salir or disposition of properties, the asset account is relieved of the cost and the accumulated deprecia-
tion Account is charged with the depreciation taken prior to the sate with any resultant gain or loss reflected in
earnings.

NOTE D—DEKF.IUIED Dnvr EXPENSE

During March 1970, the Company issued J5.000.000 of convertible debentures and incurred costs of $520.024
which are being amortized over the term of the debentures to January 1, 1900. At March 31, 1970, the unamortiied
l);il:mro of these n>st* iimnuiitrd to $">19.">74. In ;uldition umimortized deferred debt expense of $2(>-l,"i8.l and $247.855
at November 30, 1909 and March 31. 1970, respectively, is being amortized over a period ending January IS, 1981.

NOTE E—LONG-TESM DEBT

Long-term debt is comprised of the following:

Novfinher .TO,
10C3

.March 31,
jam

Notes payable to bank at a rate of '/a'/'p above the prime rate (currently 8 V & % )

Due January 15, 1!)71 .. •*
Due January 15, 1971 ...
7'~o subordinated notes payable to insurance companies due January 16, 1981
T-c convertible subordinated debentures due J.anuary 1, 19'JO

Less current maturities

I 4,100.000
42G.G54

5,000,000(a)

I 9,520.054

$ 4,100.000
42li.r,54

4,000,000
5.000,000

$13,520.654
4,526.654

I 9.52t:.<:n.» J 9,000,000

(a) Semiannual s inkine fund payments of $250.000 are due each January 15 and July 15 coinmoiicini? July 15,
1971.

The loan acrcemcnt under lying the 7% subordinated notes payable contains a covenant that the Company will
use its best efforts to consummate a public offering of equity or junior subordinated debt seviirilies. .iml (Hat the
net proceeds of any such nffcr ine wil l be applied first to the retirement of the $4.000.fl'iO. T ' - j ' J not" payab le to bank
due March 27. 1970, and the S-126.G54 note payable to hank due January 15, 1971, and second, to the prepayment
of $1.000,000 pr inc ipal amount of notes payable to insurance companies. Prepayment of these notes shall be credited
to required sinking fund payments in inverse order of their due dates.

Covenants of the loan agreement further provide, among other things, that the Company:

(1) Will maintain consolidated net workinir capital of $10,000,000 and consolidated net worth, as defined,
of $10.001.000. At November 30, 19G9, consolidated net working capital and consolidated net worth as defined
were $17,213,214 and J14.789.407, respectively and at March 31, 1970 were $16,142,044 and $14,704,542, respec-
tively.

(2) Will not pay cnsh dividends in e\cps» of SO",, of cnnxnlidntrd net income as defined, ,nft*r December
31, 1908. At November 30, 1909 and March .11. 1970, retained earnings in the amount of $.112.307 and $159,917
respectively, were free of such restriction. The current annual cnsh dividend requirement on the cumulative
convertible preferred stock outstanding is $468.445 at November 30, 1969 and $456,393 at March 31, 1970.
No dividend* were in arrears at November 30, 1969 and March :t(, 1970.

(3) Wilt not incur unsecured bank indebtedness due within one year in excess of $3,000,000, or less depend-
ing upon the unpaid balance on the $4.100.000 hank note due January 15, 1971, and for a period of 60 consecu-
tive days during each calendar year the Company shall not have any such unsecured indebtedness outstanding,
other than that outstanding as of May 6, 1969.

(4) Will not incur secured indebtedness in excess of $500,000 until the required $1,000,000 prepayment of
these notes has been made; thereafter, secured indebtedness will bo limited to $2,000,000.

(5) Shall noffoeur obligations under lone term lenses, (except for data processing equipment) in excess
of $150,000 per year. The current annual obligation under such leases is $125,000.

In March 1970, the Company issued 7% convertible subordinated debentures due January I, 1990. Subsequent
to the debenture offering the $4,000,000, 7'.i7r note payable to bank due March 27, 1970 was retired and a prepay,
ment of $1.000.000 principal amount of notes payable to insurance companies was made. The trust indenture un-
derlying the debentures provides, among other things:

(1) Payment of principal and interest will be subordinated to the prior payment in full of all "Senior In-
debtedness" as defined.
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(21 The rfencnturcn nrc redeemable at the Company's opcic.n du r ing twelve month periods beginning Janu-
ary 1. 1070 anil en-ling in the twelve month period beginning .January 1, 1983 at redemption prices becinning
at lOT-.r in 1370 and reducing to I007e in 108-1 plus accrued interest

(.1) Commencing in 137G the Company will pay to the Trustee as a required .sinking fund 5325.000 principal
amount plus accrued interest pr ior to .January I of each year; bcirinninc in 1375 the Company has an option
dur ing t-ach year to make an additional sinking fund payment of $325,000 plus accrued interest.

(4) The dchonturchfiMc-ri t . at the i r option, at any time prior to maturi ty may convert the pr incipal amount
into shares of common stuck at a conversion price of $16. per share (subject to anti-dilution provisions).

( T i ) Th<» Cnnipany \ \ i l l nut rl»cl;ir« any cash dividend on its cnmmnn stuck »r acmiirc fur c:ish any share*
n( its f inii i ioii s( . ir l> if. ; 1 f t i - r g i v i n g Plfect tn tl\e (imposed declaration or acquisi t ion, t l ie aggp'tfiiln :iniount of
all cash d iv idends on nil classes of capital stock paid after November 30. I'JiiO plus, the excess, if any, of the
aggp'gatp amount "f all cash payments subsequent to such date nil account nf acquisition n( common stock
over tl io agirrrg.-ili' amount -f the net cash proceeds from sales nf common stock would rxfrd jl.Olid.llOO plus
(or minus in the case of a def ic i t ) the consolidated net income from December 1, I'.XiJ to the end of the list
calendar month preceding the date of such proposed declaration or acquisition.

( l > ) The Company wil l not create, incur, issue nr remain liable with respect to any additional "funded
debt" if a f te r divine effect thereto, consolidated funded dent would exceed 200',« of consolidated stockholders
equity. Funded debt is defined to mean any obligation payable more than one year from the date of the creation
thereof. At March 31, 1970, the consolidated funded debt was $8.051,054, and consolidated stockholders equity
was $19,300,025.

(7) The Company is also obligated to maintain consolidated net working capital (as defined) of at least
$10,000,000, at March 31, 1970 consolidated net working capital was $10,142,0-1-1. '

X

NOTE F—COMMITMENTS A NO CONTINGENT LIABILITIES

At November 30. lUfiO and n't March 31, 1970 approximately $1,317,000 and $2..1Tfi.OOO. respectively, of gross
sales of the Pioneer Division are subject to renegotiation. The Company docs not expect any renegotiation adjust-
ments. For additional informat ion see "Astro—Business—Pioneer Astro Division."

At November 30, 1909 and March 31, 1970, the Company is contingently liable on notes receivable discounted in
the amount of $241,077 and $172,179, respectively.

NOTB G—EMPLOYEE BENEFIT PLANS

The Company hw various benefit plans, including pensions, profit sharing and executive incentive compensation
plans covering a substantial portion of its employees. Provisions for these plans for the fiscal year ended November
30, 1969 approximated $654.000 and for the four month period ended March 31, 1970, $181,080. The pension plan is
for substantially all salaried employees and full-time hourly rated employees of the Saatian Division. Unfunded
past-service costs approximately $3.200,000 at November'1)0, 19G9 are being funded on a thirty-year basis; current
costs arc beirg funded as accrued. The actuarially computed value of vested benefits for all plans as of November
30, 1969 exceed the total of the pension funds by $3,300,000. The charges to earnings for the cost of the pension
plans were as follow*:

Year ended

November 30, 19G8 $501,430

November 30, 1969 501,882

Four Months ended March 31,

19G9 $164,400

1970 171,080

On Julj>-9, 191'.!), the Company adopted a Monthly Investment Plan whereby substantially all full-time employees
may purchase the Company's common stock. The Company will contribute an amount equal to 20% of the first J-0.00
per month paid to the Plan by the employee. The Plan became effective in February, 1970.

For additional iiffornuiliun regarding employee benefit plans see "Astro—Management—Remuneration and Re-
tirement Benefits".

NOTE H—STOCK OPTION PLAN

The Company has a qualified stock option plan at November 30, 19G9 in which options covering 7,044 shares of
cumulative convertible |in>ferrcil stock were granted but not exercised. The options wore priced at 100% of fair
market value at the date of grant and may be exercised in whole or in part at any time prior to five years thereafter.
All options were granted ih prior years and no additional options may be granted under the plan. At November 30,
19G9, the 7,044 shares under option had a fair market value at data of grant of $102,325. During the year ended
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Novemb«r 30. 1969 options to purchase 5.641 shares (having a fair market value at date of exercise of $191.600) wer«
exercised for $120.574. Options to purchase 10.382 sham expired during that year. There were no chanpes from
December 1, 1909 to March 31, 1970. Reference is made to "Stock Option Plan and Warrants" contained elesewhtre
herein.

NOTE I—CAPITAL STOCK

During the period from November 30, 1969 to March 31, 1970, 12,052 sharea of cumulative convertible preferred
stock were exchanged into common stock.

The capital stock does not include 7,644 shares of cumulative convertible preferred stock reserved for exereiae
of options, and 1,050,988 authorized but unissued shares of common stock which are reserved for issuance as follows:
312,500 shares upon conversion of the Debentures; 456,393 shares upon conversion of the cumulative convertible pre-
ferred stock current!/ outstanding; 7,044 shares, upon conversion of the cumulative convertible preferred stock ijsu-
able upon exercise of options; and 274,451 shares upon exercise of warrants for the purchase of common stock.
Reference is made to "Astro—Stock Option Plan and Warrants" contained elsewhere herein.

NOTE J—SUPPLEMENTARY PROFIT AND Loss INFORMATION

Supplementary profit and loss Information is a> follows: v

Fitcal
1387/8

Maintenance and repairs
Cost of goods sold or operating expenses

Other expenses .> 47,675

November SO
13S8

16,579

1969

Four month*
ended

March St.
1370

$805,985 $771,059 $ 765,740

17.557

$853,660 $787.638 $ 783,297

$ 294,032

18,346

$ 312.378

Depreciation and amortization
Cost of goods sold or operating expenses) .

Other expenses

I 729,017

104,782

$ 654,253

86,267

$ 83.1,055

88,618

$833,799 $739,520 $ 921,673

$ 263,302

33,036

$ 296,338

Taxes other than income taxes (a)
Cost of goods sold or operating expenses $711,983 $747,999 $853,147 $279,980

Other expenses 160.566 159,668 193,393 97,023

$872,549 $907,667 $1,046,540 $377,003

Rents and royalties

Cost of goods sold or operating expense* .

Other expenses

$ 133,937

122,154

$ 81,400

134,964

$ 103,682

190,460

$256.091 $216464 $ 294,132

$ 41,238

76,076

$ 117,314

(a) Taxes other than Income taxes comprise:
Real estate and personal property taxes .

Social security taxes

Sundry state taxes
4 _

$ 223,443

589,046

60,061

$ 232,029

601,341

74,297

$ 302,663

691,402

62,476 •

$ 99,440

228,956

48,607

$ 872.549 $ 907,667 $1,046.640 $ .177,003
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EXHIBIT I

PLAN AND AGREEMENT OF MERGER

OF

ASTRO CONTROLS, INC.
(A Delaware Corporation)

INTO

GOLCONDA MINING CORPORATION
(An Idaho Corporation)

This Plan and Agreement of Merger, dated as of April 16. 1970, is made by and between
ASTRO CONTROLS, INC. , a Delaware corporation (herein called "Astro"), and GOLCONDA MINING ,
CORPORATION, an Idaho corporation (herein called "Golconda").

W I T N E S S E T H :

WHEREAS, the boards of directors of Astro and Golconda, in consideration of the mutual agree-
ments of each corporation as set forth herein, do deem it advisable to merge the business activi-
ties of Astro into Golconda to promote the efficient, economical and profitable conduct of said busi- '
ness; and %

WHEREAS, Astro has authorized 2,000,000 shares of no par value common stock of which
552,.r)02 shares were, as of December 31, 1969, issued and outstanding; and has authorized 600,000
shares of a cumulative, convertible preferred stock, of which 463,571 shares were, as of December
31, 1969, issued and outstanding; and

WHEREAS, Golconda has authorized 2,000,000 shares of common stock with a par value of lOc
per share, of which 1,933,000 shares were, as of December 31, 1969, issued and outstanding;

Now, THEREFORE, Astro and Golconda agree each with the other that Astro be merged into
Golconda pursuant to the terms and conditions of this Agreement as follows:

1. The Articles of Incorporation of Golconda shall be amended so that they will provide as
attached hereto as EXHIBIT A.

2. Astro warrants and represents that the balance sheet of Astro, as of November 30, 1969.
with Notes, as certified by Alexander Grant & Company, is true and correct and that there have
been no material changes in said balance sheet since that date, except as indicated in the Pro-
spectus dated March 3, 1970, representing the sale of $5,000.000 in 7£> Convertible Subordinated
Debentures due January 1, 1990. This balance sheet is attached hereto as EXHIBIT B.

3. Golconda warrants and represents that the balance sheet of Golconda, as of December 31,
1969, with notes, as certified by P. R. O'Shaiighnessy, is true and correct and that there have
been no material changes in said balance sheet since that date, except as indicated on said bal-
ance sheet. This balance sheet is attached hereto as EXHIBIT C.

4. The-manner of conversion of the stock and debentures of Astro and Golconda shall be as
follows:

(a) Each^hare of common stock of Golconda shall, without any action \>y the holder
; thereof, rcmain'one share of common stock of Golconda.

(b) Each share of convertible preferred stock of Astro shall be converted into one share
J.'.''• of the convertible preferred stock of Golconda. The terms and provisions of the convertible

preferred shares to be issued by Golconda are set forth in EXHIBIT A attached hereto.

an stock of Golconda. If, i-r:ri: the ZS rrzil-; z~s
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lowing March 24. 1970, the closing price of Golconda on the Pacific Coast Exchange is $14.00
per slinre or hijrher for ten out of any fifteen consecutive trading ilays. then such shares of
common stock of Astro shall be converted into one and four-tenths shares of the common stock
of Golconda.

(d) Golconda shall not bo required to issue fractional share's of common stock. If any
fract ional interest is due to any holder of the common stock of Astro, the board of directors
of Golconda may ai. its election (i) issue non-voting scrip for such fractional interest in
stidi form as the board of directors may determine, which scrip shall be exchangeable within
a period of one year fo l lowing the date of its issue, together with other scrip, for one or
more fu l l shares of common stock, or ( i i ) pay an amount in cash equal to the current market
value of such f ract ional interest, calculated to the nearest cent, computed on the basis of the
last reported sales price for such common shares on the Pacific Coast Exchange on the ellcc-
tive date of the merger.

(e) Each convertible subordinated debenture of Astro shall, without any action by the
holder thereof, become a convertible subordinated debenture of Golconda, convertible into
the common stock of Golcunda. unless previously redeemed, at the conversion price of SIO.G7
per share; but, if the conversion ratio is reduced to 1.1, as provided herein, the said subor-
dinated convert ible debentures unless previously redeemed shall be convertible into common

} stock of Golconda at the conversion price of $11.-I!? per share. Otherwise all the terms and
provisions of said debentures and trust indenture dated January 1, 1970 shall remain in full
force and effect. *

(f) Each share of the convertible preft-nvd sl"«-l\ of Coleonda shall be convertible into
j one and one-half shares of the common stock of Coleonda. However, if during the next sixty
j (GO) trading days fol lowing March 21, 1070. (he closing price of Golconda on the Pacific
I Coast Exchange is $M.O<> per share or higher for ten out of any liflcen consecutive trading
I days, then each share of the convertible preferred stock of Golconda shall be convertible into
! 1.4 shares of the common stock of Golconda. The terms and conditions of such conversion arc
| set forth in EXHIBIT A attached hereto.

i 5. The number, names and addresses of the directors of Golconda to be recommended for
! election by the management of Golconda at the shareholders' meeting called to consider this Plan
' and Agreement of Merger arc as follows:

; M. J. Cwti Kansas City, Missouri
' Albert Thomson Kansas City, Missouri
! Edwin l>. Wright St. Joseph. Missouri
! Daniel L. Rrenuer Kansas City. Missouri
' L. N. Lucas Chicago, I l l inois
| Albert S. Kepen Chicago. Il l inois
. Michael F. Drinkhouse New York City, New York

^Ray Dunn Mountain Home, Arkansas
j 'A. D. Martin Dallas, Texas

Wray Feathcrstone Wallace, Idaho
Walter L. Sly Spokane, Washington

| L. K. Teel San Clemente, California
i Gordon Smith San Francisco, California
1 Norman* Smith Kellogg, Idaho

6. The Uylaws of Golconda shall be amended and said Bylaws attached hereto as EXHIBIT
D shall be the Uylaws of Golconda.

7. Upon consummation of the merger herein provided for, Golconda shall possess all the rights,
privileges, powers, franchises and immunities as well of a public as of a private nature, and be
subject to all the liabilities-, restrictions and duties of Astro, and all and singular, the rights,
privileges, powers, franchises and immunities of Astro, and all property, real, personal and

2

000300

Golc - CDA dm - 0300



mixed, wheresoever located, and .ill debts ,i.uc to Astro on whatever account, and all other things
in action of or belonging to Astro, shall he vested i" Gulconda; and all property, rights, privi-
leges, powers. franchises and immuni t ies and all and every oilier interest shall be thereafter as
effectually the property of Golconda as they were of Astro and the title to any real estate, whether
hy deed or otherwise. veiled in Astro shall not revert or be in any way impaired by reason of this
merger, provided that all rights of creditors and all liens upon property of Astro shall be pre-
served un impai red , l imi ted to the property affected by such liens at the t ime of this merger, and
all debts, l i ab i l i t i e s and dut ies of Astro shall thenceforth attach to Colconda and may be enforced
against it to the same extent as if said debts, liabilities and duties had been incurred or contracted
by it.

If at any time Colconda shall consider or be advised that any fur ther assignments or any
things arc necessary or desirable to vest in Golconda, according to the terms hereof, the title to <
any properly, right*, privileges or franchises of Astro, the officers and directors of Astro last in
otlice shall and will execute and make all such proper assignments and do all things necessary or'
desirable to vest in and confirm to Golconda t i t le to anif possession of all such property, rights,
privileges and franchises, and otherwise to cany out the purposes of this Plan and Agreement
of Merger.

8. Gulcnnda n-serves the right to amend its Articles of Incorporation as provided by the laws
of the State of Idaho, and all rights conferred upon stockholders herein arc subject to this rcser- i
vation.

N

9. If the merger contemplated hereby is not consummated for any reason whatsoever, then
all expenses incurred in connection with this Plan and Agreement, of Merger shall be borne by
the respective company that incurred the e.xpense.

10. All o u t s t a n d i n g options, agreements, warrants and other rights to purchase or otherwise
receive shares of the common stock of Astro shall continue in effect without change, except that
they shall be convertible to the common stock of Uolconda in accordance with the ratio set forth in
paragraph 4(0) above.

11. The boards of directors of Astro and Colconda, reserve the right by mutua l agreement, to
amend, alter, change or repeal any provision contained in this Plan and Agreement of Merger so as
to facilitate the performance thereof; provided however, that no amendment shall substantially
change the terms of this Plan and Agreement of Merger as set forth in paragraph 4 hereof.

12. The name of the corporation shall be changed to Golconda Corporation.

13. Golconda's principal place of business shall be located in Chicago. Illinois, subject, however,
to transfer to such other place or places as the board of directors may delennine. Initially, the
registered office of the corporation shall be luc-aled in Wallace. Idaho, subject to transfer to such
other place within the State of Idaho as the board of directors may determine.

14. This Agreement is subject to necessary approvals from regulatory agencies, if any, includ-
ing the Securities and Exchange Commission, if such approval be required. This Agreement is also
subject to approval by banks, insurance companies and other parlies, if such approval is required.

l!x Gokonda shall, by supplemental indenture satisfactory to the trustee, executed and deliv-
ered to the trustee by Golconda. expressly assume the due and punctual payment of the principal
of (and premium, if any) and interest on all the subordinated debentures issued by Astro under
the Indenture dated* January 1, 1970, according to their tenor, and Iho due and punctual performance
and observance of all of the covenants and conditions of said debentures to be performed by Astro.

In addition, Golconda shall, if required, assume in writing the payment of any obligation of
Astro's notes or other written instruments.

16. The boards of directors of Golconda and Astro shall have the right, after shareholder
approval of this Plan and Agreement of Merger and prior to the closing thereof, by the joint
actions of both boards to abandon said Plan and Agreement of Merger.
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17. Prior to the shareholders' meetings Golconda and Astro shall receive ;m opinion from their
respective counsel Hint this Plan and Agreement of Merger is a Ux I'reo reorganization under the
Internal Revenue Code.

13. Pending the closing of this Pl.in and Agreement of Merger, neither corporation, without
the consent of the other, shall effect any chanjre in its capital structure nor declare any dividends
except at the annualized rate prevailing in 1969, nor effect any transaction or agreement out of the
ordinary course of business involving more than lQr,'f of its assets. Notwithstanding the foregoing
provision, Astro may proceed with the liquidation and transfer of its Paris, Illinois, plant and the
sale or lease of any surplus real estate resulting from sucli transfer, and may proceed with the
execution of a mortgage in the amount of $3,000,000 on its Peterson Avenue property and may
proceed with the sale of the property adjoining- the Peterson Avenue plant, and Golconda may pro-
ceed with the realization of the reorganization of parts of its property and the property of its sub-
sidiaries into Alice Consolidated Mines, Inc. and with its participation in the operating agreement
between Alice Consolidated Mines, Inc. and Hecla Mining Company.

19. Golconda agrees that it may be served with process in the States of Illinois and Delaware
in any proceeding for the enforcement of the rights of creditors or dissenting shareholders in the
same manner as the service of process may now be elfeclod against Astro.

20. It is contemplated that upon completion of the Plan and Agreement of Merger, Golconda
will make application to the Securities and Exchange Commission for withdrawal of its registra-
tion as an investment company under the Investment Company Act of 1940.

21. The mode of carrying this merger into effect is as follows:

(a) This Plan and Agreement of Merger shall he submitted to the shareholders of Astro
and Golronda. as provided by law. and shall take effect upon the approval or adoption thereof
by the shareholders of Astro and Golconda in accordance with the laws of the States of Dela-
ware and Idaho; provided, however, that for all purposes, the effective dale "f the nioiw'r shall
be the date this Clan and Agreement of Merger is filed in the olh'ce of the Secretary of State of
Idaho.

(b) Both parties will cooperate in filing with and obtaining approval of all regulatory
bodies.

(c) This Plan and Agreement of Merger.may be abandoned at any time prior to its
approval by the shareholders of both corporations, by mutual consent of Astro and Golconda.

22. This Plan and Agreement of Merger may be executed in one or more counterparts, each
of which shall be deemed an original, but all of which together shall constitute one and the same
instrument.
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IN WITNESS WHEREOF, the parties to this Agreement, pursuant to authori ty duly given by
their respective boards of directors, have caused these presents to be executed by a majority of the
directors of each party thereof, and the corporate seals affixed.

DATED : April 16,1970.

(SEAL)

Attest:

Albert W. Thomson, Secretary

ASTRO CONTROLS, INC.

By
M. J. Coen, Chairman of the Board

Daniel L. Brenner, Director

M. J. Coen, Director

Michael F. Drinkhouse, Director

Ray Dunn, Director

Albert S. Kepen, Director

Robert P. Kepen, Director

L. N. Lucas, Director

A. D. Martin, Director

John M. Stogin, Director

Albert W. Thomson, Director

Edwin B. Wright, Director

GOLCONDA MINING CORPORATION

By
Wray Featherstone, President

Wray Featherstone, Director

H. F. Korholz, Director

.Walter L. Sly, Director
i** •, ' •
:•>.„ • • . . • ; • _. _

L. K. Teel, Director
Not • director a* of April 16, 1970
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EXHIBIT A
AMENDED ARTICLES OF INCORPORATION

OF

GOLCONDA CORPORATION

ARTICLE 1: The name of the corporation is GOLCONDA CORPORATION.

ARTICLE 2: The registered office of the corporation is in the City of Wallace, County of Sho-
shone, State of Idaho.

ARTICLE 3: The duration of the corporation is perpetual.

ARTICLE 4: The purpose or purposes for which the corporation is organized are:
To buy, sell, design, engineer, manufacture, create and repair special machines, machine

parts, jigs, tools, dies, fixtures, precision parts, and any other product in any manner similar
thereto.

To manufacture, assemble, buy, sell, hire, install, research and develop, distribute or dis-
pose of electromechanical components and assemblies, guidance components and assemblies,
electropneumatic components and .assemblies, precise instrumentation components and assem-
blies, and all kinds of goods, wares, merchandise, manufactures, commodities, machinery, tools,
supplies and products, appliances, devices or equipment, of every kind and nature.

To design, develop, manufacture, buy or market various types of control devices, regula-
tors, valves, sveldin? devices, and any other devices of electric and/or mechanical nature.

To design, develop, manufacture, buy or market food serving devices and facilities includ-
ing, but not l imited to, display oases, refrigerators, serving counters, warming devices, car-
bonators, dispensers of liquids or semi-solid foods, ice cream makers, coffee makers, utensils
and other devices used in the preparation, storage, serving and clean up of food or other
materials used or consumed by humans. Generally to engage in and conduct any form of manu-
facturing or mercantile enterprise.

To locate, bu>', acquire, own, enter, lease, sell, convey and deal in mines, and mineral lands
of every kind and nature and description, also purchase, locate or otherwise acquire, own, enter
or IPIISO. sell ;utd deal in mill sites, water rijrhts and terminal facilities: to work, prospect, or
develop mines and mineral lands of every nature or description, either for itself or for other
companies, corporations or individuals upon such terms or for such remuneration as it shall
deem lit and proper and to accept, take and hold mineral lands of every nature or description,
either as an entirety or any interest in the same; to hold, purchase or otherwise acquire or be
interested in, and to sell, assign, pledge or otherwise dispose of, shares of the capital stock,
bonds, or other evidences of debt issued or created by any other corporation; whether foreign
or domestic, and whether now or hereafter organized; and while the holder of any such shares
of stock, to exercise all the rights and privileges of ownership, including the right to vote
thereon to the same extent, as a natural person might or could do; to do everything that may
be necessary or proper in the conduct of its business in the way of locating, prospecting, devel-
oping, acquiring, buying and selling mineral lands and mining claims of every kind, nature
and description, and working such mines and the production of ores and minerals therefrom,
and in the reducing such ores and minerals to the most merchantable value, and in doing the
same, to contract, build, buy, sell, own and operate all necessary mills, smelters,- machinery,,
roads, railroads, tuxrmvays, ditches, flumes, and such other property as shall be fit and neces-
sary in carrying out the objects herein stated; to sell, buy, lease mines and mining property
of all kinds and property of every kind and nature and description, useful and necessary in
operating and maintaining the same, and in reducing the ores and in refining the minerals
taken therefrom upon commission, whether such commission be paid in money or otherwise;
to erect buildings, operate saw-mills and engage in trade of every kind both in stores and
provisions, steam and other transportation, road building and engineering, freighting and
carrying.
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To conduct a general mining, mill ing and smelting business.

To purchase, secure, use, own and enjoy any and all franchises useful and beneficial for
the prosecution of the business of this corporation.

To exercise the right of eminent domain according to law and condemn and acquire rights
of way for tunnels, shafts, hoisting works, dumps, cuts, ditches, canals, reservoirs, storage
basins, dams, roads, railroads and tramways incident, necessary or convenient for the uses
and purposes and objects of this corporation and do all things incident to the general business
of this corporation in the State of Idaho, in the other states and territories of the United States
and elsewhere, that this corporation may desire or conclude to do business.

To buy and sell ores, bullion, metals, minerals and concentrates, and all other materials
and supplies, and to reduce ores and minerals for pay.

To acquire, and pay for in cash, stock or bonds of this corporation or otherwise, the good
will, rights, assets and property, and to undertake or-assume the whole or any part of the
obligations or liabilities of any person, firm, association or corporation.

To acquire, hold, use, sell, assign, lease, grant licenses in respect of, mortgage or otherwise
dispose of letters patent of the United States or any foreign country, patent rights, licenses
and privileges, inventions, improvements and processes, copyrights, trade-marks and trade
names, relating to or useful in connection with any business of this corporation.

\

To acquire by purchase, subscription, or otherwise, and to receive, hold, own, guarantee,
sell, assign, exchange, transfer, mortgage, pledge or otherwise dispose of or deal in and with
any of the shares of the capital stock, or any voting trust certificates in respect of the shares
of capital stock, scrip, wan-ants, rights, bonds, debentures, notes, trusts receipts, and other
securities, obligations, choses in action and evidences of indebtedness or interest issued or
created by any corporations, joint stock companies, syndicates, associations, firms, trusts or
persons, public or private, or by the government of the United States of America, or by any
foreign government, or by any state, territory, province, municipality or other political sub-
division or by any governmental agency, and as owner thereof to possess and exercise all the
rights, powers and privileges of ownership, including the right to execute consents and vote
thereon, and to do any and all acts and things necessary or advisable for the preservation,
protection, improvement and enhancement in value thereof.

To borrow or raise moneys for any of the purposes of the corporation and, from time to
time without limit as to amount, to draw. make, accept, endorse, execute and issue promissory
notes, drafts, bills of exchange, warrants, bonds, debentures and other negotiable or non-
negotiable instruments and evidences of indebtedness, and to secure the payment of any
thereof, and of the interest thereon by mortgage upon or pledge, conveyance or assignment
in trust of the whole or any part of the property of the corporation, whether at the time owned
or thereafter acquired, and to sell, pledge or otherwise dispose of such bonds or other obliga-
tions of the corporation for its corporate purposes.

To purchase, receive, take by grant, gift, devise, bequest or otherwise, lease, or otherwise
acquire, own, hold, improve, employ, use and otherwise deal in and with real or personal
property,"or any interest therein, wherever situated, and to sell, convey, lease, exchange,
transfer or otherwise dispose of, or mortgage or pledge, all or any of the corporation's property
and assets, or anv interest therein, wherever situated.

- To enter into partnership or joint venture agreements with other corporations, partner-
ships or individuals.

In general, to possess and exercise all the powers and privileges granted by the General
Corporation Law of Idaho or by any other law of Idaho or by this document together with any
powers incidental thereto, so far as such powers and privileges are necessary or convenient to
the conduct, promotion or attainment of the business or purposes of the corporation.
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The business and purposes specified in the forejroinjr clauses shall, except where otherwise
expressed, be in nowise limited or restricted by reference to, or inference from, the terms of
any other clause in this document, but the business and purposes specified in euch of the fore-
going clauses of this article shall be regarded as independent business and purposes.

ARTICLE 5: The total number of shares of stock which Golconda shall have authority to
issue is eight million, five hundred thousand (8.500,000) of which seven million, five hundred
thousand (7,500,000) shares shall be common stock without par value and one million (1,000,000)
shall be convertible preferred stock having a par value of $1.00 per share. All such shares shall be
fully paid and non-assessable.

Each share of preferred stock of Golconda shall be convertible into one and one-half shares of
the common stock of Golconda; provided, if during the next sixty (60) trading days following

• March 24, 1970, the closing price of Golconda common stock on the Pacific Coast Exchange is $14.00
per share or higher for ten (10) out of any fifteen (15) consecutive trading days; then each share
of preferred stock of Golconda shall be convertible into one and four-tenths shares of the common
stock of Golconda. upon surrender to the corporation of the certificates of convertible preferred
stock so to be converted, du ly assigned in blank for transfer. No adjustment of dividends will be
made upon the exercise of the conversion privilege.

Golconda shall not be required to issue fractional shares of common stock in exchange for shares
of its convertible preferred stock. If any fractional interest is due any holder of its preferred stock,
the Board of Directors -of Golconda may at its election (i) issue non-voting scrip for such frac-
tional interest in such form as the Board of Directors may determine, which scrip shall be exchange-
able within a period of one year following the date of its issue, together with other scrip, for one
or more f u l l shares of common stock, or ( i i ) pay an amount in cash equal to the current market
value of such fractional interest, calculated to the nearest cent, computed on the basis of the last
reported sales price for such common shares on the Pacific Coast Exchange on the date of conversion.

The holders of the convertible preferred stock shall be entitled to receive, when and as declared,
dividends at the rate of $1.00 per share per annum payable quarterly. The dividends on the said
preferred stock shall be cumulative and shall be payable before any dividends on the common shall
be paid or set apart. If in any year, the dividends declared and paid upon the said preferred stock
shall not amount to $1.00 per share, the deficiency shall be payable before any dividends shall be
thereafter paid upon or set apart for the common stock; provided, however, that whenever all cumu-
lative dividends on the said preferred stock for all previous years shall have been declared and be-
come payable, and the accrued quarterly installments for the current year shall have been declared,
and the corporation shall have paid such cumulative dividends for previous years, and such accrued
quarterly installments, or shall have set aside from its surplus or net profits a sum sufTicient for the
payment thereof, the Board of Directors may declare dividends on the common stock payable then
or thereafter out of any remaining surplus or net profits.

The convertible preferred shares shall be preferred as to assets as well as dividends, as afore-
said, and upon the dissolution, liquidation or winding up of the corporation, the holders of said
preferred shares shall be entitled to receive and be paid for each said preferred share, out of the
assets of the corporation (whether capital or surplus) $42.00 per share where such event is volun-
tary or $37.50 per share where such event is involuntary, plus an amount equal to dividends accumu-
lated and unpatd thereon, whether earned or declared or not, before any distribution of assets shall
be made to the holders of common shares, but the holders of said preferred shares shall not be
entitled to further participation in such distribution, and the holders of the common shares shall
be entitled, to the exclusion of the holders of said preferred shares, to all assets of the corporation
remaining after payment to the holders of the said preferred shares of the full preferential amount
aforesaid.

Neither a consolidation nor merger of the corporation with or into any other corporation, nor a
merger of any other corporation into the corporation, nor the purchase or redemption of all or any
part of the outstanding shares of any class or classes of stock of the corporation, nor the sale or
transfer of the property and business of the corporation as or substantially as an entirety, shall be
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construed to be a liquidation, dissolution, or winding up of the corporation within the meaning of
the foregoing provisions.

The holders of the convertible preferred shares shall be entitled to one vote for each share
held and shall have the power to vote cumulatively for the election of directors. The said preferred
shares and the common shares shall vote together as one class.

The corporation, .it its option to be exercised by its Board of Director;, may redeem in whole
or in part the convertible preferred shares at any time after May 5, 1974, at $iJ7.50 per share, plus
an amount equal to dividends accumulated and unpaid thereon, whether earned or declared or not.
Payment of the redemption price of the said preferred shares shall be made in cash. Notice of such
redemption, stating the redemption date, the redemption price and the place of payment thereof
shall be given by mail ing a copy of such notice at least th i r ty (30) days prior to the date fixed for
redemption to the holders of record of the said preferred shares to be redeemed at their respec-
tive addresses as the same appear on the books of the corporation. If such notice of redemption
shall have been duly given and if on or before the redemption date specified in such notice all funds
necessary for such redemption shall have been set aside so as to be available therefor, then not-
withstanding that any certificate for said preferred shares so called for redemption shall not have
been surrendered for cancellation, the shares represented thereby shall no longer be deemed out-
standing, the right to receive dividends thereon shall cease to accrue from and after the date of
redemption so fixed and all rights with respect to such preferred shares so called for redemption not
theretofore expired shall forthwith on such redemption date cease and terminate, except only the
right of the holders thereof to receive the amount payable upon redemption thereof, but without
interest.

Convertible preferred shares which are redeemed, purchased or otherwise acquired by the cor-
poration shall be cancelled and shall not be reissued.

In case the corporation shall at any time, or from time to time, subdivide the outstanding
shares of common stock into a greater number Of shares, then with respect to each such subdivision
the number of shares of common stock deliverable upon conversion of each share of convertible
preferred stock hereby designated shall be increased in proportion to the increase resulting from
such subdivision in the number of outstanding shares of common stock; and in case the corpo-
ration shall at any time, or from time to time, combine the outstanding shares of common stock
into a smaller number of shares, then with respect to each such combination the number of shares
of common stock deliverable upon the conversion of each share of convertible preferred stock here-
by designated shall be decreased in proportion to the decrease resulting from such combination in
the number of outstanding shares of common stock.

In case, prior to the conversion or redemption of the convertible preferred stock, the corpora-
tion shall be recapitalized by reclassifying its outstanding common stock into shares with a differ-
ent par value or shall thereafter reclassify any such shares in like manner, or the corporation or
a successor corporation shall consolidate or merge with or convey all or substantially all its or any
successor corporation's property or assets to any other corporation or corporations, the holder of
the convertible preferred stock shall thereafter have the right to convert pursuant to and on the
terms and conditions and during the time specified herein, in lieu of the shares theretofore convert-
ible, such shares of stock, securities or assets as may be issued or payable with respect to, or in
exchange for, the number of shares theretofore receivable upon the conversion of the said pre-
ferred stock had such recapitalization, consolidation, merger or conveyance not taken place; and
in any such event, the .rights of the holder of said preferred shares to an adjustment in the num-
ber of common shares into which said preferred stock is convertible shall continue and be pre-
served in respect of any stock, securities or assets which the holder of said preferred stock is thus
entitled.

In the event:

(A) The corporation shall take a record of the holders of its common stock for the pur-
pose of entitling them to receive a dividend otherwise than in cash, or any other distribution
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in respect of the common stock (including cash), pursuant to, without limitation, any spin-
off, split-off or distribution of the corporation's assets; or

(B) The corporation shall take a record of the holders of its common stock for the pur-
pose of entitling them to subscribe for or purchase any shares of stock of any class or to re-
ceive any other rights; or

(C) Of any classific.ition, ^classification, or other reorganization of the capital stock of
the corporation, consolidation or merger of the corporation with or into another corporation
or conveyance of all or substantially all of the assets of the corporation; or

(D) Of the voluntary or involuntary dissolution, liquidation or winding up of the corpo-
ration;

- • then, and in any such case, the corporation shall mail to the holders of convertible preferred stock,
at least twenty (20) days prior to such record date, a notice stating the date or expected date on
which a record is to be taken for the purpose of such dividend, distribution or rights, or the date
on which such classification, reclassification, reorganization,'consolidation, merger, conveyance, dis-
solution, liquidation, or winding up is to take place, as the case may be.

In case the corporation, at any time while convertible preferred stock shall remain issued and
outstanding, shall sell all or substantially all its property or dissolve, liquidate or wind up its af-
fairs, the holder of said preferred stock may thereafter receive upon conversion thereof in lieu of
each share of common stock of the corporation which such holder wouJd have been enti'tled to receive,
the same kind and amount of any securities or assets as may be issuable, distributable, or payable
upon any such sale, dissolution, liquidating or winding up with respect to each share of common
stock of the company.

ARTICLE 6: At all elections of directors of Golconda, each common and convertible preferred
stockholder shall be entitled to ns many votes as shall equal the number of votes which (except for
such provision as to cumulative voting:) he would be entitled to cast for the election of directors with
respect to his shares of stock multiplied by the number of directors to be elected, and he may cast
all of such votes for a single director or may distribute them among the number to be voted for,
or for any two or more of them as he may see fit.

ARTICLE 7: No common or preferred stockholder of Golconda shall by reason of his holding
! shares of any class have any pre-emptive or preferential right to purchase or subscribe to any
i shares of any class of the corporation, now or hereafter to be authorized, or any notes, debentures,
| bonds, or other securities convertible into or carrying options or warrants to purchase shares of
i any class, now or hereafter to be authorized, whether or not the issuance of any such shares, or
; such notes, debentures, bonds or other securities, would adversely affect the dividend or voting
j rights of such stockholder, other than such rights, if any, as the Board of Directors, in its discre-
( tion from time to time may grant, and at such price as the Board of Directors in its discretion may

fix; and the Board of Directors may issue shares of any class of Golconda, or any notes, debentures,
bonds or other securities convertible into or carrying options or warrants to purchase shares of
any class, without offering any such shares of any class, either in whole or in part, to the existing
stockholders of any class.

ARTICLE ?! In furtherance and not in limitation of the powers, conferred by statute, the Board
of Directors of Golconda is expressly authorized:

To make, alter or repeal the by-laws of Golconda except as otherwise provided for in the
by-laws.

To authorize and cause to be executed mortgages and liens upon the real and personal
property of Golconda.

To set apart out of any of the funds of Golconda available for dividends a reserve or re-
serves for any proper -purpose and to abolish any such reserve in the manner in which it was
created.
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By a majority of the whole Board, to designate one or more committees, each committee
to consist of two or more of the directors of Golconda. The Cuard may designate one or more
directors as alternate members of any committee, who may replace any absent or disqualified
men-jer at any meeting of the committee. Any such committee, to the extunt provided in the
resolution or in the by-laws of Golconda, shall have and mny e.\ercise the powers of the Board
of Directors in the management of the business and affairs of Golconda, and may authorize the
seal of the corporation to be affixed to all papers which may require it; provided, however, the
by-laws may provide that in the absence or disqualification of any member of such committee
or committees, the member or members thereof present at any meeting and not disqualified
from voting, whether or not he or they constitute a quorum, mny unanimously appoint an-
other member of the Board of Directors to act at the meeting in the place of any such absent
or disqualified member.

When and as authorized by the affirmative vote of the holders of a majority of the stock
issued and outstanding having voting power given at a stockholders' meeting duly called upon
such notice as is required by statute, or when authorized by the written consent of the holders
of a majority of the voting stock issued and outstanding, to sell, lease or exchange all or sub-
stantially all of the property and assets of Golconda, including its good wilt and its corporate
franchises, upon such terms and conditions and for such consideration, which may consist in
whole or in part of money or property including shares of stock in, and/or other securities of,
any other corporation or corporations, as its Board of Directors shall deem expedient and for
the best interests of Golconda.

ARTICLE 9: Meetings of stockholders may be held within or without the State of Idaho as
the by-laws may provide. The books of Golconda may be kept (subject to any provision contained
in the statutes) outside the State of Idaho at such place or places as may be designated from time
to time by the Board of Directors or in the by-laws of the corporation. Elections of directors need not
be by written ballot unless the by-laws of the corporation shall so provide.

ARTICLE 10: The corporation reserves the right to amend, alter, change or repeal any provi-
sion contained herein in the manner now or hereafter prescribed by statute, and all rights conferred
upon stockholders herein are granted subject to this reservation.

ARTICLE 11: All outstanding options, agreements, warrants and other rights, to purchase or
otherwise receive or acquire shares of stock of Astro Controls, Inc. shall be deemed options, agree-
ments, warrants, or other rights, as the case may be, to purchase or otherwise receive or acquire
under the same circumstances a number of shares of the common or convertible preferred stock
of Golconda at the applicable exchange ratio.

ARTICLE 12: The business of the corporation shall be managed by a Board of Directors elected
by the stockholders at any annual or special meeting of stockholders. Directors of the corporation
need not be stockholders. The number of such directors shall be not less than ten (10) nor more
than fifteen (15). The exact number of directors shall be fixed by the by-laws of the corporation.
Vacancies in the Board of Directors shall be filled by the remaining: members of the Board and
each person so elected shall be a director of the corporation until his successor shall have been
elected.
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EXHIBIT B
ASTRO CONTROLS, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET
November 30, 1969

ASSETS
CURRENT ASSETS

Cash $ 1.472.600
Commercial notes—at cost (which approximates market) 450,000
Accounts receivable

Trade, less allowance for uncollectible receivables of $49,900 7,035,948
Federal income tax refund 199,482

Inventories (Note B) 15,791.064
Prepaid expenses and sundry deposits 95,997

Total current assets 25,045,691

PROPERTY, PLANT AND EQUIPMENT—AT COST, less accumulated de-
preciation and amortization of $8,224,291 (Note C) 7,175,522

OTHER ASSETS
Excess of cost over underlying equity of net assets acquired

(Note A) 4,374,476
Sundry , 694,705

$37,290.394

LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES

Notes payable
Banks $ 4,000,000
Other ! 175,000

Accounts payable 2,278,051
Income taxes • 241,855
Accrued liabilities

Salaries, wages and commissions 553,597
Property and other taxes : 251,379
Interest 198,269
Other accrued liabilities 134,326

Total current liabilities 7,832,477
LONG-TERM DEBT (NOTE D)

Bank 4,526,654
1% Subordinated Notes payable to insurance companies : 5,000,000

DEFERRED INCOME TAXES AND OTHER LIABILITIES
Federal income taxes 381.377
Compensation plan cost 104,174

COMMITMENTS AND CONTINGENT LIABILITIES (NOTEE) —
STOCKHOLDERS' EQUITY (NOTES D, F, G AND H)

$1.00 Cumulative Convertible Preferred Stock—
Authorized, €00,000 shares of $1.00 par value; issued and out-

standing 468,445 (redemption value $17,566,687) 468,445
Common stock—authorized, 2,000,000 shares of no par value;

issued and outstanding 547,628 at a stated value of $1.00 per share 547,628
Additional contributed capital 6,529,803
Retained earnings 11,899,836

19.445.712
$37.290.394
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ASTRO CONTROLS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF ADDITIONAL CONTRIBUTED CAPITAL

19S7/8 (Natt A)- I3sa 13S9

Balance — beginning of period ...................................... $ — $6,178,263 $6,307,018
The Bastian-Blessing Company ................................ 3,249,253 — —
Pioneer Astro Industries. Inc. ................................ — — —
Contributed capital of Bastian applicable to por-

tion of merger (41 7o) accounted for as purchase (1,331,888) — —
Amount applicable to cancellation of 7,389 Bastian

shares held in treasury ......................................... (30,742) — —
Excess of par value of Pioneer and Bastian Com-

mon stock exchanged for Astro shares ................ 4,291,640 — —
Costs relating to the merger of Pioneer and

Bastian .................................................................... — (138.452) (52,711)
Balance— beginning of period as restated .................. 6,178,263 6,039,811 6,254,307
Proceeds in excess of par value arising from sale of

7,000 shares of Pioneer treasury stock and con-
version of note payable prior to merger with Astro — 267,207 —

Allocation of debt discount attributable to warrants
issued in connection with 770 subordinated notes
to insurance companies ........................................... — — 275,496

Balance— end of period ................................................ $ 6,178.263 % 6.307,018 % 6.529,803

CONSOLIDATED STATEMENT OF RETAINED EARNINGS

Balance—beginning of period $ — $10,741,512 $10,924,415
The Bastian-Blessing' Company—November 30,

1966 15,343,997 — —
Pioneer Astro Industries, Inc.—April 30, 1967 . . . . 1,297,551 — —
Retained earnings of Bastian applicable to portion

of merger (417o) accounted for as purchase (6,289,530) — —
Amount applicable to cancellation of 7,889 Baatian

shares held in treasury (53.902) — —
Balance beginning of period as restated 10,298,116 10,741,512 10,924.415
Net earnings for the period 1.053.523 804,430 1,441,212

11,351,639 11,545,942 12,365,627
Cash dividends paid

The Bastian-Blessing Company 922,250 736,826 370,956
Less, portion (41%) accounted for as a

purchase (378,123) (302,098) —
544,127 434,728 370,966

Pioneer-Astro Industries, Inc 66,000 66,000 —
Astro Controls, Inc.—$.50 per preferred share .... — — 242,300

Duplication of earnings ($164,799), less dividends
($44,000) due to change in Pioneer's fiscal year
end — 120,799 —

Elimination of portion of Bastian dividends paid
to Pioneer in 1968 — — (147.465)

610.127 621.527 465.791
Balance—end of period $10.741.512 $10,924.415 $11,899.836
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ASTRO CONTROLS, INC.

NOTES TO FINANCIAL STATEiMENTS

NOTE A—PRINCIPLES or CONSOLIDATION

The consolidated financial statements include the accounts of Astro Controls, Inc. and its subsidiaries.
The Company is the result of a combination, on a partial pooling of interest! basis, of Pioneer Astro Indus-
tries, Inc. and The Bastian-Blessing Company as of May 6, 1969.

Excess at cost over underlying equity of net assets acquired arose from the purchase by Pioneer of Bas-
tian common stock which stock was cancelled under the terms of the consolidation into Astro Controls, Inc.
In the opinion of management, the cost in excess of net asets acquired is of continuing value and, accordingly,
is not subject to amortization.

NOTE B—INVENTORIES

Inventories used in the computation of cost of goods sold are a* follows:

Fiscal year ended
1066/7 113,997,967
1967/8 16,363,184

November 30,
1967 15.258.732
1968 14,279,649
1069 Raw materials and supplies $ 2,423,027

* Work in process 2,603,718
Finished good* 10,764,921 15,791,664

Inventories are stated at the lower of cost (determined by the flrst-in, first-out method) or market.

NOTE c—PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment at November 30, 1969 is comprised a* follows:

Buildings and improvements I 4,198,300
Machinery, equipment and tools 9,974,306
Office furniture and fixtures 663,749

14,726,365
Accumulated depreciation and amortization 8,224.291

6,502,064
Land 673,468

I 7,178.622

Depreciation is provided for in amounts sufficient to relate the cost of depreciable asset* to operations over
their estimated service live*. The estimated service lives and methods used in determining depreciation ar«
as follow*:

Description Service lives Mttkod of depreciation
Buildings andjmprovements 8 to 50 yean Straight-line
Machinery and equipment 5 to 20 years Straight-line and double declining-balance
Furniture and fixtures 8 to 20 yean Straieht-line
Automobiles and aircraft . 3 to 6 yean Principally double declining-balance
Land improvement* ' - 20 years Straight-line
Leasehold improvements Life of asset or Straight-line

term of lease
whichever is shorter

Maintenance and repairs are charged to operations as incurred. Betterment* and major renewal* are
capitalized. Upon sale or disposition of properties, the asset account is relieved of the cost and the accumu-
lated depreciation account is charged with the depreciation taken prior to the sale with any resultant gain
or loss reflected in earnings.

14
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ASTRO CONTROLS, INC.

NOTES TO FINANCIAL STATEMENTS (continued)

NOTB D— LONG-TERM DEBT
Long-term debt at November 30, 1969 is comprised of the following:

Motes payable to bank at a rat« of H% above the prime rate (currently 9%)
Due January 15, 1071 $4,100,000
Due January 15, 1971 420,654

7% subordinated notes payable to insurance companies due January 15, 1981 5,000,000(a)

S9.S26.664

(a) Semiannual sinking fund payments of $250,000 are due each January 16 and July 15 commencing
July 15, 1971.

The loan agreement underlying the 7% subordinated notes payable contains a covenant that the Company
will use its best efforts to consummate a public offering of equity or junior subordinated debt securities, and
that the net proceeds of any such offer ing will be applied flrst to the retirement of the $4.000,000, 7V4% note
payable to bank due March 27, 1970, and the $-120,C54 note payable to bank due January 15, 1971, and second,
to the prepayment of $1.000,000 principal amount of notes payable to insurance companies. Prepayment of
these notes shall be credited to required sinking fund payments in inverse order of their due dates.

Covenants of the loan agreement further provide, among other things, that the Company:

(1) Will maintain consolidated net working capital of $10,000,000 and consolidated net worth, a*
defined, of $10,000,000. At November 30, 1969, consolidated net working capital and consolidated net
worth as defined were J17,213,214 and $14,789,407, respectively.

(2) Will not pay cash dividends in excess of 507* of consolidated net income, as defined, after Decem-
ber 31, 19C8. At November 30, 1969, retained earnings in the amount of $312,807 were free of such re-
striction. The current annual cash dividend requirement on the Cumulative Convertible Preferred Stock
outstanding is $468,445. No dividends were in arrears at November 30, 1969.

(3) Will not incur unsecured bank indebtedness due within one year in excess of $3,000,000, or less
depending upon the unpaid balance on the $4,100.000 bank note due January 15, 1971, and for a period of
60 consecutive d.tys during each calendar year the Company shall not have any such unsecured indebted-
ness outstanding, other than that outstanding as of May 6, 1969.

(4) Will not incur secured indebtedness in excess of $500,000 until the required $1,000,000 prepay-
ment of these notes has been made; thereafter, secured indebtedness will be limited to $2,000,000.

(5) Shall not incur obligations under long term'leases, (except for data processing equipment) in
excess of $150,000 per year. The current annual obligation under such leases is $125,000.

NOTE E—COMMITMENTS AND CONTINGENT LIABILITIES
Approximately $1.917.000 of gross sales of the Pioneer Division arc subject to renegotiation at November

30, 1009. The Company docs not expect any renegotiation adjustments. For additional information see "Business
—Pioneer Astro Division".

At November 30, I960, the Company is contingently liable on $241,077 of notes receivable discounted.

NOTE P—EMPLOTZE BENEFIT PLANS
The Company has various benefit plans, including pensions, profit sharing and executive incentive com-

pensation plans covering • substantial portion of its employees. Provisions for these plans for the fiscal year
ended November 30, 19C9 approximated $654,000. The pension plan is for substantially all salaried employees
and full-time hourly rated employees of the Bastian Division. Unfunded past-service costs approximating
$3,200,000 at November 30, 19G9 are being funded on a thirty-year basis; current costs are being funded as
accrued. The actuariajly computed value of vested benefits for all plans as of November 30, 19C9 exceeded
the total of the pension* funds by $3,300,000. The charges to earnings for the cost of the pension plans were
as follows:

Year ended
November 30, 1968 $501,430
November 30, 1969 501,882

On July 9, 1969, the Company adopted a Monthly Investment Plan whereby substantially all full-time em-
ployees may purchase the Company's common stock. The Company will contribute an amount equal to 2094
of the first $20.00 per month paid to the Plan by the employee. The Plan is on file with the Securities and
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ASTRO CONTROLS, INC.

NOTES TO FINANCIAL STATEMENTS (continued)

Exchange Commission but the registration of the share* offered pursuant to the Plan has not 7«t become
effective.

For additional information regarding employee benefit plans see) "Management—Remuneration and Re-
tirement Benefits".

NOTE G—STOCK OPTION PLAN
The Company has a qualified stock option plan at November 30, 1969 in which options covering 7,544

shares of cumulative convertible preferred stock were granted but not exercised. The options were priced at
100ft of fair market value at the date of grant and may be exercised in whole or in part at any time prior
to five years thereafter. All options were granted in prior yean and no additional options may be granted
under the plan. At November 30, 1969, the 7,644 shares under option had a fair market value at date of
grant of $162.325. During the year, options to purchase 5,641 shares (having a fair market value at date
of exercise of $191,600) were exercised for 1120,674. Options to purchase 10,382 shares expired during the
year.

Reference is made to "Stock Option Plan and Warrants" contained elsewhere herein.

NOTE H—CAPITAL STOCK
During the period from May 6, 1969 (date of consolidation) to November 30, 1969, 18,935 shares of cumu-

lative convertible preferred stock were exchanged into common stock.

NOTE I—SUPPLEMENTARY PROFIT AND Loss INFORMATION
Supplementary profit 'and loss information for the three fiscal periods ended November 30, 1969 is as

follows:

fiscal
1367IS

ffovtmbtr 30
13S8 1969

Maintenance and repairs
Cost of goods sold or operating expenses $806,985 $771,069 $ 766,740
Other expenses - 47,675 16,679 17,667

$ 863,660 $ 787.638 $ 783,297

•

Depreciation and amortization
Cost of goods sold or operating expenses $729,017 $864,283 $ 833,065
Other expenses ., 104.782 85,267 88.618

$ 833,799 $ 739.520 $ 921.673

Taxes other than income taxes (a)
Cost of goods sold or operating expenses $711,983 $747,999 $ 863,147
Other expenses 160,666 169,668 193,393

$ 872,549 $ 907,667 $1.046.540

Rents and royalties)
Cost of goods sold or operating expenses $133,937 $ 81,400 $ 103,682
Other expense* 122,164 134,964 190,460

$ 256.091 $ 216,364 $ 294.132

~~~~~ < _
(a) Taxes other than income taxes comprise:

Real estate and personal property taxes $223,443 $232,029 $ 302,663
Social security taxes 589,046 601,341 691,402
Sundry state taxes 60.061 74,297 52,475

$ 872,549 $ 907,667 $1,046,540
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EXHIBIT C

GOLCONDA MINING CORPORATION

BALANCE SHEET

December 31, 1969 and 1968

A S S E T S

CURRENT ASSETS :
Cash in banks $ 182,011 $ 20,174
Receivables 35,823 103,013

217,834 123,187

PROPERTY, PLANT AND EQUIPMENT, at cost 697,096 697,096
Less accumulated amortization, depletion and depreciation 631,173 631,173

Remaining: cost 65,923 65,923

OTHER MINING ASSETS:
Capital stock in mining companies, at cost (approximate market

value 12/31/69 $23,001.400; 12/31/68 $28,702,000) 5,095,399 3,865,297

Total $5,379,156 $4,054.407

LIABILITIES AND CAPITAL

CURRENT LIABILITIES:
Accounts payable $ 206,206 $ 135,445
Income taxes payable* 1) 47,834

206,206 183,279

NOTES PAYABLE, banks =. 2,245,000 1,060,000
*

CAPITAL:
Capital stock, non-assessable, par value ten cents per share,

authorised 2,000,000 shares, all of which are issued 200,000 200,000
Capital surplus 184,142 . 184.142
Retained earnings 3,029,408 2,912,586
Treasury stock, at cost, 67,000 shares , (485,600) (485,600)

Total $5,379,156 $4,054.407
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GOLCONDA MINING CORPORATION

INCOME STATEMENT

For the years ended December 31, 1969 and 1968
13C3 1963

INCOME:
Dividend income:

Hecla Mining Company $479,080 $427,980
Other 11,683 14.573

Miscellaneous " 61 . 2,175

490,324 444,728

EXPENSES:
Interest 73,675(2) 70,198

Salaries 39,000 37,050
Office expense .' 40,325 32.2S6
General expenses ^ 22,275 14,334
Mine and mill expense 5,077 6,537

180,352 160,405

NET INVESTMENT INCOME $310,472 $284,323

REALIZED GAIN ON INVESTMENTS
•For the years ended December 31, 1969 and 1968

Aggregate sales price $ 48,626 $350,623
Book cost , 10,316 102,446

Gain on sales 38,310 248,177'
Less income taxes(l) 50,924

TOTAL INCOME $ 348,782

NET REALIZED GAIN ON INVESTMENTS $ 38.310 $ 197.253

$ 481.576

25 cents

(1) The Internal Revenue Service hns examined the federal income tax returns filed by the Company for the years
1062 through 1366 and has proposed additional tax of $27(5.571. The Company has contested this proposed lia-
bility and has filed a petition with the Tax Court. Returns for 1967, 1068 and 10C9 have not been audited.

(2) During I960 additional interest in the amount of $75,200 was capitalized as cost of investments, tf'this amount
had been charged to expense, total income for 1969 would be $273,582 or 14 cents per share.

(3) On April 1, the corporation elected to take a 20% participation in the working agreement between Heel*
Mining Company and Alice Consolidated Mines, Inc.
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SCHEDULE OF CAPITAL STOCK IN MINING COMPANIES,
owned by

GOLCONDA MINING CORPORATION,

December 31, 1969

Capital stock of nppratini .1 1 companies located in the Coeur
d'Alene M i n i n g Dis t r ic t :

Herla M i n i n g Company (aff i l ia te)
Gulf Resources & Chemical, §1.30 Pfd.

Capital stock of companies own ing property in the Gol-
concla Area of the Coeur d'Alene Mining District (affil-
iates) :

Alice Silver-Lead Mining
Bell M i n i n g Company
Black Bear Mini's Company
Granada Lead Mines. Inc. -.
Great Eastern M i n i n g ; Company »..
Ivanhoe M i n i n g Company, Ltd.
Mullan Metals. Inc
Mul lan Silver-Lead Company
Square Deal M i n i n g &. Mi l l ing
United Lead-Zinc Mines
Wallace Mining Company

Capital stock of other m i n i n g companies located in the
Coeur d'Alene Mining District

Capital stock of othe.r mining companies:
American-South Afr ican Investment
Campbell Red Lake Mines
Dome Mines, Ltd
Granduc Mines, Ltd.
La Luz Mines, Ltd.
Homestake Mining Company
Silver Eureka Corporation
President Brand Gold Mining Co

No. of
Shnn-n

691.900
1,500

835.G25
203,000
880,371
755.442
100.000
358.000
42G.512

1,241.756
997,459

1,413,354
254,025

1.000
1,000
1.000
48.000
2.000
2,200
5.700
2,000

Apprnrimate
Market

$20,065.100
2G.G25

Cast

53,836.959
7.737

Totals

52.178* 52.178
15.000' 15,000
11.014* 11.014
9,769* 9,769
5.000* 5,000
4.G90* 4,690

13.983* 13,983
558,790 80,104
259.339 69,552
876.279 210.291

4,345* 4,845

401.942 241,607

27,500 49.435
17,250 24,775
47,125 .53.807
510,000 253,677
21.500 27,250
36.850 68.184
10,121 13,104
26,500 42,438

$23,001.400 $5,095,399

The market value doci not purport to represent the amount which might be realized upon disposition of these
asseta.

• Stated at cost, no quoted market value. The Board of Directors has designated the stated value to be the fair
value of the (elated securities.
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GOLCONDA MINING CORPORATION
1HS9 [3 S3

Unrealized appreciation on investments $17,906.001 $24.836.703

Aggregate purchase price of investments acquired during year $ 1.268.412 $ 462.125

STATEMENT OF RETAINED EARNINGS
For the years ended December 31, 1969 and 1968

Balance, beginning of period $ 2,912,586 $ 2,662,970
Net investment income less dividends paid ($231,960 in 1969 and in

1968) 78.512 52.363
Net realized pain on investments 38.310 197,253

Balance, end of period ,v $ 3.029.408 % 2.912.586

The total remuneration of officers and directors during the year ended December 31, 1969, was
$29,700.

AUDITOR'S CERTIFICATE

To the Board of Directors and Shareholders of
GOLCONDA MINING CORPORATION

I have examined the balance sheet of Golconda Mining Corporation as of December 31. 1969,
and the related statements of income and retained earnings for the year then ended, and the
schedule of capital stook in mining companies owned by Golconda Mining Corporation. My exam-
ination was made in accordance with generally accepted auditing standards, and accordingly in-
cluded such tests of the accounting records and such other auditing procedures as I considered
necessary in the circumstances. All securities owned by the Company were verified either by direct
examination or confirmation. I made a similar examination for the year ended December 31, 1968.

In my opinion, the accompanying statements present fairly the financial position of Golconda
Mining Corporation at December 31, 1969, and the results of its operations for the year then ended,
in conformity with generally accepted accounting principles applied on a basis consistent with
that of the preceding year except for the capitalization of interest.

P. R. O'SHAUGHNESSY
Certified Public Accountant

Ellensburg, Washington.
February 23, 1970
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EXHIBIT D

GOLCONDA CORPORATION

BY-LAWS

ARTICLE I

OFFICES
SECTION 1. The registered office shall be in the City of Wallace, County of Shoshone, State

of Idaho.

SECTION 2. The corporation may also have offices at such other places within and without
the State of Idaho as the board of directors may from time to time determine or the business of the
corporation may require.

ARTICLE II
MEETINGS OF STOCKHOLDERS

SECTION 1. All meetings of the stockholders for the election of directors shall be held in the
City of Chicago, State of Illinois, at such location as may be fixed from time to time by the board
of directors, or at such other city as shall be designated from time to time by the board of
directors and stated in the notice of the meeting.

SECTION 2. Annual meetings of stockholders, commencing with the year 1971, shall be held
on the third Friday of April, if not a legal holiday, and if a legal holiday, then on the next secular
day following, at 10:00 A.M., or at such other date and time as shall be designated from time to
time by the ooard of directors and stated in the notice of the meeting, at which they shall elect
by cumulative voting a board of directors, and transact such other business as may properly be
brought before the meeting.

SECTION 3. .Written notice of the annual meeting stating the place, date and hour of the
meeting shall be given to each stockholder entitled to vote at such meeting not less than ten nor
more than fifty days before the date of the meeting.

SECTION 4. There shall be prepared, at least ten days before every meeting of stockholders,
a complete list of the stockholders entitled to vote at the meeting, arranged in alphabetical order,
and showing the address of each stockholder and the number of shares registered in the name of
each stockholder. Such list shall be open to the examination of any stockholder, for any purpose
germane to the meeting, during ordinary business hours, for a period of at least ten days prior to
the meeting, either at a place within the city where the meeting is to be held, which place shall be
specified in the notice of the meeting, or, if not so specified, at the place where the meeting is to
be held. The list shall also be produced and kept at the time and place of the meeting during the
whole time thereof, and may be inspected by any stockholder who is present.

SECTION 5. Special meetings of the stockholders, for any purpose or purposes, unless otherwise
prescribed by statute or by the certificate of incorporation, may be called by the president and shall
be called^by the president or secretary at the request in writing of a majority of the board of
directors, or at the request in writing of stockholders owning a majority in amount of the entire
capital stock of the corporation issued and outstanding and entitled to vote. Such request shall
state the purpose or purposes of the proposed meeting.

SECTION 6. Written notice of a special meeting stating the place, date and hour of the meet-
ing and the purpose or purposes for which the meeting is called, shall be given not less than ten
nor more than fifty days before the date of the meeting, to each stockholder entitled to vote at such
meeting.

SECTION 7. Business transacted at any special meeting of stockholders shall be limited to
the purposes stated in the notice.
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SECTION 8. The holders of a majority of the stock issued and outstanding and entitled to
vote thereat, present in person or represented by proxy, shall constitute a quo tum at all msetings
of the stockholders for the transaction of business except as otherwise provided by statute or by
the certificate of incorporation. If, however.. ?uch quorum shall not be present or represented at
any meeting of the stockholders, the stockholders entitled to vote thereat, present in person or
represented by proxy, shall have power to adjourn the meeting from time to time, without notice
other than announcement at the meeting, until a quorum shall be present or represented. At such
adjourned meeting, at which a quorum shall be present or represented, any business may be
transacted which might have been transacted at the meeting as originally noticed. If the adjourn-
ment is for more than thir ty days, or if after the adjournment a new record date is fixed for the
adjourned meeting, a notice of the adjourned meeting shall be given to each stockholder of record
entitled to vote at the meeting.

SECTION 9. When ,1 quorum is present at any meeting, the vote of the holders of a majority
of the stock having vot ing power present in person or represented l>y proxy shall decide any ;
question brought before the meeting, unless the question is one upon which by express provision
of the statutes or of the certificate of incorporation a different vote is required, in which case such
express provision shall govern and control the decision of such question.

SECTION 10. Each stockholder shall at every meeting of the stockholders be entitled to one
vote in person or by proxy for each share of the capital stock having voting power held by such
stockholder, but no proxy shall be voted more than eleven months from its date, unless the proxy
provides for a longer period, then, in no event longer than three years. At all elections of directors,
each stockholder shall be entitled to as many votes as shall e<|iial the number of shares voted by
them multiplied by the number of directors to be elected, and he may cast all of such votes for a.
single director or may distribute them among the number to be voted for, or for any two or more
of them as he may see fit.

SECTION 11. Whenever the vote of stockholders at a meeting thereof is required or permitted
to be taken for or in connection with any corporate action, by any provision of the statutes, the
meeting and vote of stockholders may be dispensed with if all of the stockholders who would have
been entitled to vote, upon the action if such meeting were held shall consent in writing to such
corporate action being taken; or if the certificate of incorporation authorizes the action to be
taken with the written consent of the holders of less than all of the stock who would have been
entitled to vote upon the action if a meeting were held, then on the written consent of the stock-
holders having hot less than such percentage of the number of votes as may be authorized in the
certificate of incorporation; provided that in no case shall the written consent be by the holders of
stock having less than the min imum percentage of the vote required by statute for the proposed
corporate action, and provided that prompt notice must be given to all stockholders of the taking
of corporate action without a meeting and by less than unanimous written consent.

ARTICLE III

DIRECTORS

SECTION 1. The number of directors which shall constitute the whole board shall be fourteen.
The directors shall be elected at the annual meeting of the stockholders, except as provided in
Section 2 oflhis Article, and each director shall hold office until his successor is elected and
qualified. Directors need not be stockholders.

SECTION 2. Vacancies and newly created directorships resulting from any increase in the
authorized number of directors may be filled by a majority of the directors then in office, though
less than a quorum, or by the sole remaining director, and the directors so chosen shall hold office
until the next annual election and until their successors are duly elected and shall qualify, unless
sooner displaced. If there are no directors in office, then an election of directors may be held in
the manner provided by the laws of Idaho. If, at the time of filling any vacancy or any newly
created directorship, the directors then in office shall constitute less than a majority of the whole
board (as constituted immediately prior to any such increase), the Superior Court of Shoshone
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County, Idaho, may, upon applicat ion of any stockholder or stockholders holding at least ten per
cent of the total number of the shares at the time outstanding having the right to vote for such
directors, summarily order an election to be held to fill any such vacancies or newly created
directorships, or to replace the directors chosen by the directors then in office.

SECTION 3. The business of the corporation shall be managed by its board of directors which
may exercise all such power of the corporation and do all such lawful acts and things as are not
by statute or by the certificate of incorporation or by these by-laws directed or required to be
exercised or done by the stockholders.

MEETINGS OF THE BOARD OF DIRECTORS
SECTION 4. The board of directors of the corporation may hold meetings, both regular and

special, either within or without the State of Idaho.

SECTION 5. The first meeting of each newly elected board of directors shall be held im-
mediately following: the annual meeting of stockholders and no notice of such meeting shall be
necessary to the newly elected directors in order legally to constitute the meeting, provided a
quorum shall be present. In the event such meeting is not held, the meeting may be held at such
time and place as shall be specified in a notice given as hereinafter provided for special meetings
of the board of directors, or us shall be specified in a written waiver signed by all of the directors.

SECTION G. Regular meetings of the board of directors may be held without notice at such
time and at such placets shall from time to time be determined by the board.

SECTION 7. Special meetings of the board may be called by the president on two days' notice
to each director, either personally or by mail or by telegram; special meetings shall be called by the
president or secretary in like manner and on like notice on the written request of two directors.

SECTION 8. At all meetings of the board, a majority of directors shall constitute a quorum
for the transaction of business and the act of a majority of the directors present at any meeting
at which there is a quorum shall be the act of the board of directors, except as may be otherwise
specifically provided by statute or by the certificate of incorporation. If a quorum shall not be
present at any meeting of the board of directors the directors present thereat may adjourn the
meeting from time to' time, without notice other than announcement at the meeting, until a quorum
shall be present.

SECTION 9. Unless otherwise restricted by the certificate of incorporation or these by-laws,
any action required or permitted to be taken at any meeting of the board of directors or of any
committee thereof may be taken without a meeting, if all members of the board or committee, as
the case may be, consent thereto in writing, and the writing or writings are filed with the minutes
of proceedings of the board or committee.

COMMITTEES OF DIRECTORS
SECTION 10. The board of directors may, by resolution passed by a majority of the whole

board, designate one or more committees, each committee to consist of two or more of the
directors of the corporation. The board may designate one or more directors as alternate members
of any committee, wlio may replace any absent or disqualified member at any meeting of the
committee. Any such committee, to the extent provided in the resolution, shall have and may
exercise the powers of the board of directors in the management of the business and affairs of the
corporation, and may authorize the seal of the corporation to be affixed to all papers which may
require it; provided^ however, that in the absence or disqualification of any member of such
committee or committees, the member or members thereof present at any meeting and not dis-
qualified from voting, whether or not he or they constitute a quorum, may unanimously appoint
another member of the board of directors to act at the meeting in the place of any such absent or
disqualified member. Such committee or committees shall have such name or names as may be
determined from time to time by resolution adopted by the board of directors.

SECTION 11. Each committee shall keep regular minutes of its meetings and report the same
to the board of directors when required.
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COMPENSATION OP DIRECTORS
SECTION 12. The directors may be paid their expenses, if any, of attendance at each meeting

of the board of directors and may be paid a fixed sum for attendance at each meeting of the board
of directors or a stated salary as director. No such payment shall preclude any director from
serving the corporation in any other capacity and receiving compensation therefor. Members of
special or standing committees may be allowed compensation for attending committee meetings.

ARTICLE IV

NOTICES

SECTION 1. Whenever, under the provisions of the statutes or of the certificate of incorpora-
.tion or of these by-laws, notice is required to be given to any director or stockholder, it shall not
be construed to mean personal notice, but such notice may be given in writing, by mail, addressed
to such director or stockholder, at his address^as it appears on the records of the corporation, with
postage thereon prepaid, and such notice shall be deemed to be given at the time when the same
shall be deposited in the United States mail. Notice to directors may also be given by telegram.

SECTION 2. Whenever any notice is required to be given under the provisions of the statutes
or of the certificate of incorporation or of these by-laws, a waiver thereof in writing, signed by the
person or persons entitled to said notice, whether before or after the time stated therein, shall be
deemed equivalent thereto.

x

ARTICLE V

OFFICERS
SECTION 1. The officers of the corporation shall be chosen by the board of directors, and shall

be a chairman of the board, vice chairman of the board, a president, a vice president, a secretary
and a treasurer. The board of directors may also choose additional vice presidents, and one or
more assistant secretaries and assistant treasurers. Any number of offices may be held by the same
person, unless the certificate of incorporation or these by-laws otherwise provide.

SECTION 2. The board of directors at its first meeting after each annual meeting of stock-
holders shall choose a chairman of the board, vice chairman, a president, one or more vice presi-
dents, a secretary and a treasurer.

SECTION 3. The board of directors may appoint such other officers and agents as it shall
deem necessary who shall hold their offices for such terms and shall exercise such powers and per-
form such duties as shall be determined from time to time by the board.

SECTION 4. The salaries of all officers and agents of the corporation shall be fixed by the
board of directors.

SECTION 5. The officers of the corporation shall hold office until their successors are chosen
and qualify. Any officer elected or appointed by the board of directors may be removed at any time
by the affirmative vote of the board of directors. Any vacancy occurring in any office of the
corporation shall be filled by the board of directors.

THE CHAiRMAN~OF THE BOARD AND VICE CHAIRMAN OF THE BOARD

SECTION 6. The chairman of the board shall preside over the meetings of the board of
directors and of the stpckholders, and shall perform such other services as are assigned to him by
the board of directors. In the absence of the chairman or in the event of his inability or refusal
to act, the vice chairman shall perform the duties of the chairman, and, when so acting, shall have
all the powers of and be subject to all the restrictions upon the chairman.

THE PRESIDENT
SECTION 7. The president shall be the chief operating officer of the corporation, shall have

general and active management of the business of the corporation and shall see that all orders
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and resolutions of the board of directors are carried into effect. He shall execute bonds, mortgages
and other contracts requir ing a seal, under the seal of the corporation, except where required or
permitted" by law to be otherwise signed and executed and except where the signing1 and execution
thereof shall be expressly delegated by the board of directors to some other otticer or agent of the
corporation.

THE VICE PRESIDENTS
SECTION 8. In the absence of the president or in the event of his inability or refusal to act,

the vice president (or in the event there be more than one vice president, the vice presidents in the
order designated, or in the absence of any designation, then in the order of their election) shall
perform the duties of the president, and, when so acting, shall have all the powers of and be sub-
ject to all the restrictions upon the president. The vice presidents shall perform such other duties
and have such other powers as the board of directors may from time to time prescribe.

THE SECRETARY AND ASSISTANT SECRETARIES
SECTION 9. The secretary shall attend all meetings of the board of directors and all meetings

of the stockholders and record all the proceedings of the meetings of the corporation and of the
board of directors in a book to be kept for that purpose and shall perform like duties for the
standing committees when required. He shall give, or cause to be given, notice of all meetings of
the stockholders and special meetings of the board of directors, and shall perform such other duties
as may be prescribed Gy the board of directors or president, under whose supervision he shall be.
He shall have custody oi' the corporate seal of the corporation and he, or an assistant secretary,
shall have authority to allix the same to any instrument requiring it, and when so affixed, it may
be attested by his signature or by the signature of such assistant secretary. The board of directors
may give general authority to any other otlicer to affix the seal of the corporation and to attest
the allixing by hid signature.

SECTION 10. The assistant secretary, or if there be more than one, the assistant secretaries
in the order determined by the board of directors (or if there be no such determination, then in the
order of their election), shall, in the absence of the secretary or in the event of his inability or
refusal to act, perform the duties and exercise the power of the secretary and shall perform such
other duties and have such other powers as the board of directors may from time to time prescribe.

THE TREASURER AND ASSISTANT TREASURERS
SECTION 11. The treasurer shall have the custody of the corporate funds and securities and

shall keep full and accurate accounts of receipts and disbursements in books belonging to the
corporation and shall deposit all moneys and other valuable effects in the name of and to the
credit of the corporation in such depositories as may be designated by the board of directors. '

SECTION 12. He shall disburse the funds of the corporation as may be ordered by the board
of directors, taking proper vouchers for such disbursements, and shall render to the president and
the board of directors, at its regular meetings, or when the board of directors so requires, an account
of all his transactions as treasurer and of the financial condition of the corporation.

SECTION 13. If required by the board of directors, he shall give the corporation a bond in
such sum anoTwith such surety or sureties as shall be satisfactory to the board of directors for the
faithful performance of the duties of his office and for the restoration to the corporation, in case of
his death, resignation, retirement or removal from office, of all books, papers, vouchers, money and
other property of whatever kind in his possession or under his control belonging to the corporation.

SECTION 14. The assistant treasurer, or if there shall be more than one, the assistant
treasurers in the order determined by the board of directors (or if there be no such determination,
then in the order of their election), shall, in the absence of the treasurer or in the event of his in-
ability or refusal to act, perform the duties and exercise the powers of the treasurer and shall
perform such other duties and have such other powers as the board of directors may from time to
time prescribe.
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ARTICLE VI

INDEMNIFICATION OF OFFICERS AND DIRECTORS

SECTION I. Any present or future director or officer, or the executor, administrator or other
legal representative of any sucli director or otficer, shall be indemnified by the corporation against
reasonable costs, expenses (exclusive of any amount paid to the corporation in settlement), judg-
ments, lines, amounts prid in settlement of any action, suit or proceedings, and counsel fees paid or
incurred in connection w i t l i ;my action, suit or proceeding to which any such director or officer or
his executor, administrator or oilier legal representative may hereafter be made a party by reason
of his being or having been .such director or olficer; provided, (1) said action, suit or proceeding
shall be prosecuted against such director or ollicer or against his executor, administrator or other
legal representative to final determination, and it shall not be finally adjudged in said action, suit

'or proceeding that he had been derelict in the performance of his duties as such director or
officer, or (2) said action, suit or proceeding shall not be settled or otherwise terminated as against
such director or officer or his executor, administrator or other legal representative without a final
determination on the merits, and it shall lie determined that such director or oflicer had not in any
substantial way been derelict in the performance of his duties as charged in such action, suit or
proceeding, such determination to be made by a majority of the members of the board of
directors who were not parties to such action, suit or proceeding, though less than a quorum, or by
any one or more disinterested persons to whom the question may be referred by the board of
directors. For purposcs%of the preceding sentence: (a) "action, suit or proceeding" shall include
every action, suit or proceeding, civil, criminal or other; (b) the right of indemnification conferred
thereby shall extend to any threatened action, suit or proceeding and the failure to institute it
shall l)e deemed its final determination; (c) the termination of an action, suit or proceeding by a
plea of nolo contendere or other like plea shall not constitute a final determination on the merits;
(d) a judgment of conviction in any criminal action, suit or proceeding shall.not constitute a
determination that the person so convicted has been derelict in the performance of his duties if it
is determined by a majority of the members of the board of directors who were not a party thereto,
though less than a quorum, or by one or more disinterested persons in the manner provided in the
preceding sentence that the person so convicted acted in good faith, for a purpose which he
reasonably believed to* be in the best interests of the company and that he had no reasonable
cause to believe that his conduct was unlawful; and (e) advances may be made by the company
against costs, expenses and fees .is, and upon the terms, determined by the board of directors. The
corporation shall indemni fy an employee who is not an officer to the same extent that it does an
officer. The foregoing right of indemnification shall not be exclusive of any other rights to which
any director or officer may be entitled as a matter of law or which may be lawfully granted to him;
and the indemnification hereby granted by the company shall be in addition to and not in restric-
tion or limitation of any other privilege or power which the corporation may lawfully exercise with
respect to the indemnification or reimbursement of directors, officers or employees.

ARTICLE VII

CERTIFICATES or STOCK

SECTION 1. Every holder of stock in the corporation shall be entitled to have a certificate in
the name of die corporation bearing the signature or a facsimile thereof of the chairman of the
board of directors or the president or a vice president and the treasurer or an assistant treasurer,
or the secretary or an assistant secretary of the corporation, certifying the number of shares owned
by him in the corporation.

SECTION 2. Where .1 certificate is countersigned (1) by a transfer agent, or (2) by a
registrar, such signature on the certificate may be a facsimile. In case any officer, transfer agent
or registrar who has signed or whose facsimile signature has been placed upon a certificate shall
have ceased to be such ollicer, transfer agent or registrar before such certificate is issued, it may
be issued by the corporation with the same effect as if he were such officer, transfer agent or
registrar at the date of issue.
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LOST CERTIFICATES
SECTION 3. The board of directors may direct a new certificate or certificates to be issued in

place of any certificate m- certilicatcs theretofore issued by the corporation alleged to have been
lost, stolen or destroyed, upon the making1 of an affidavit of that fact by the person claiming the
cert if icate to be lost, stolen or destroyed. When authorizing such issue of a new certificate or
certificates, the hoard of directors may, in its discretion and <as a condition precedent to the
issuance thereof, require the owner of such lost, stolen or destroyed certificate or certificates, or his
legal representative, to advertise the same in such manner as it shall require and/or jive the
corporation n bond in such sum as it may direct as indemnity against any claim that may be made
against the corporation with respect to the certificate alleged to have been lost, stolen or destroyed.

TRANSFERS OF STOCK
SECTION 4. Upon surrender to the corporation or the transfer agent of the corporation of a

certificate for shares duly endorsed or accompanied by proper evidence of succession, assignment <
or authority to transfer, it shall be the duty of the corporation to issue a new certificate to the
person entitled thereto, cancel the old certificate and record the transaction upon its books.

FIXING RECORD DATE
SECTION 5. In order that the corporation may determine the stockholders entitled to notice

of or to vote at any meeting of stockholders or any adjournment thereof, or to express consent to
corporate action in wr i t ing without a meeting, or entitled to receive payment of any dividend or
other distribution or allotment of any rights, or entitled to exercise any rights in respect of any
change, conversion or exchange of stock or for the purpose of any other lawful action, the board
of directors may fix, in advance of such action, a record date, which shall not be more than sixty
nor less than ten days before the date of such meeting, nor more than sixty days prior to any
other action. A determination of stockholders of record entitled to notice of or to vote at a meeting
of stockholders shall apply to any adjournment of the meeting; provided, however, that the board
of directors may fix a new record date for the adjourned meeting.

REGISTERED STOCKHOLDERS
SECTION G. Tile corporation shall be entitled to recognize the exclusive right of a person

registered on its books as the owner of shares to receive dividends, and to vote as such owner,
and shall not be bound to recognize any equitable or other claim to interest in such share or shares
on the part of any other person, whether or not it sliall have express or other notice thereof, except
as otherwise provided by the laws of Idaho.

ARTICLE VIII

GENERAL PROVISIONS
DIVIDENDS

SECTION 1. Dividends upon the capital stock of the corporation, subject to the provisions of
the certificate of incorporation, if any, may be declared by the board of directors at any regular or
special meeting, pursuant to law. Dividends may he paid in cash, in property, or in shares of the
capital stock, subject to the provisions of the certificate of incorporation.

SECTIO!»~2. Before payment of any dividend, there may b« set aside out of any funds of the
corporation available tor dividends such sum or sums as the directors from time to time, in their
absolute discretion, think proper as «i reserve or reserves to meet contingencies, or 'for equalizing
dividends, or for liwniring or maintaining any property of the corporation, or for such other
purpose as the directors shall t h i n k conducive to the interest of the corporation, and the directors
may modify or abolish any such reserve in the manner in which it was created.

A N N U A L STATEMENT
SECTION 3. The board of directors shall present at each annual meeting, and at any special

meeting of the stockholders when called for by vote of the stockholders, a full and clear statement
of the business and condition of the corporation.
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CHECKS
SECTION 4. All checks or demands for money and notes of the corporation shall be signed

by such officer or olficers or such other person or persons as the board of directors may from time
to time designate.

FISCAL YEAR
SECTION 5. The fiscal year of the corporation shall be determined by the board of directors.

SEAL
SECTION 6. The corporate seal shall have inscribed- thereon the name of the corporation, the

year of its organization and the words "Corporate Seal, Idaho". The seal may be used by causing
it or a facsimile thereof to be impressed or affixed or reproduced or otherwise.

ARTICLE IX

AMENDMENTS

SECTION 1. These by-laws may be altered, amended or repealed or new by-laws may be
adopted by the stockholders or by the board of directors.
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EXHIBIT II

SECTIONS 130 AND ISO OF TITLE 30 OF THE CODE OF IDAHO

.•'.O-inn. Ri tfhts of shareholder to certain corporate action.—1. If a corporation hag authorized
the sale, lease or exchange of all its assets, in accordance with the provisions of section 30-145. at a
time when it is able to meet its l i ab i l i t i es then matured, or has, in accordance with the provisions
of sections ;JO-14G, 30-117, 30-1-18, or 30-160, authorized an amendment which charges the corpo-
rate purpose?, extends the durat ion of the corporation, or changes the rights of the holders of any
outs tanding shares, a shareholder who did not vote in favor of such corporate action or a share-
holder of a corporation who has objected to a proposal to extend the term of corporate existence
of such corporation under the provisions of section 30-1GO may, w i t h i n twenty ('JO) days af ter the
date upon which such action was authorized, object thereto in wri t ing and demand payment for his
shares.

2. If, after such a demand by a shareholder, the corporation and the shareholder cannot acree
upon the value of the shares at the time such corporate action was authorized, such value shall
be ascertained by three (3) disinterested persona, one of whom shall be named by the shareholder,
another by the corporation and the third by the two (2) thus chosen. The finding of the appraisers
shall be final, and if their award is not paid by the corporation w i t h i n thirty (30) days after it is
made, it may );«.• recovered in an action by the-shareholder ajrainst the corporation. Upon payment
by the corporat ion to the shareholder of the agreed or awarded price of shares, the shareholder shall
forthwith transfer and assign the shares held by him at, and in accordance with, the request of
the corporation.

3. A shareholder shall not be entitled to payment for his shares under the provisions of this
section unless the value of the corporate assets which would remain after such payment would be
at least equal to the a^gre-rate amount of its debts and liabilities exclusive of capital stock. [1929,
ch. 262, § 37, p. 545; I. C. A., § 29-149; am. 1957, ch. 95, § 2, p. 1GG.]

30-136. Rights of dissenting shareholders.—When .1 corporation has become a party to a
merger or consolidation agreement, as hereinbefore provided, any shareholder of such a corpora-
tion who did not vote in-favor of such merger or consolidation at the meeting at which the merger
or consolidation was authorized, may, at any time within twenty (20) days after such authoriza-
tion was given, object thereto in wri t ing and demand payment for his shares, and have the va/ue
of his shares appraised as provided in section 30-150; all of the provisions of which section shall
in all respects be applicable. The liability of such corporation to such dissenting shareholder for
the value of his shares so agreed upon or awarded shall also be a liability of the surviving or new
corporation, as the case may be. [1929, ch. 262, § 43, p. 545; I. C. A., § 29-155.]

*"•?••
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EXHIBIT III

SECTION 2G2 OF TITLE 3 OF THE GENERAL CORPORATION LAW OF THE

STATE OF DELAWARE

5 2G2. Payment for stock or membership of person objecting to merger or consolidation (a)
When used in this section, the word "stockholder" means a holder of record of stock in a stock
corporation and also a member of record of a non-atock corporation; the words "stock" and "share"
mean and include what is ordinar i ly meant by those words and also membership or membership

•interest of a member of a non-stock corporation.

(b) The corporation surviving or resulting from any merger or consolidation shall within
10 days after the effective date of the merger or consolidation notify each stockholder of any
corporation of this State so merging or consolidating, who objected thereto in writing and whose
shares were not voted in favor of the merger or consolidation and who filed such written objection
with the corporation before the taking of the vote on the merger or consolidation, that the merger
or consolidation has become effective. The notice shall be sent by registered or certified mail, return
receipt requested, addressed to the stockholder at his address as it appears on the records of the
corporation. If any such stockholder shall within 20 days after the date of mailing of the notice
demand in writing, from the corporation surviving or resulting from the merger or consolidation,
payment of the value of his stock, the surviving or resulting corporation shall, within 30 days
after the expiration of the period of 20 days, pay to him the value of his stock on the effective
date of the merger or consolidation, exclusive of any element of value arising from the expectation
or accomplishment of the merger or consolidation.

(c) If during a period of 30 days following the period of 20 days provided for in subsection
(b) of this section, the corporation and any such objecting stockholder fail to agree upon the
value of such stock, any such stockholder, or the corporation surviving or resulting from the
merger or consolidation, may, by petition filed in the Court of Chancery within four months after
the expiration of the period of 30 days, demand a determination of the value of the stock of all
such objecting stockholders by an appraiser to be appointed by the Court.

(d) Upon the filing of any such petition by a stockholder, service of a copy thereof shall
be made upon the corporation, which shall within ten days after such service file in the office of
the Register in Chancery in which the petition was filed a duly verified list containing the names
and addresses of all stockholders who have demanded payment for their shares and with whom
agreements as to the value of their shares have not been reached by the corporation. If the petition
shall be filed by the corporation, the petition shall be accompanied by such a duly verified list
The Register in Chancery shall give notice of the time and place fixed for the hearing of such
petition by registered or certified mail to the corporation and to the stockholders shown upon the
list at the addresses therein stated, and notice shall also be given by publishing a notice at least
once at least one week before the day of the hearing, in a newspaper of general circulation published
in the City oMVilmintrton, Delaware. The Court may direct such additional publication of notice as
it deems advisable. The forms of the notices by mail and by publication shall be approved by
the Court.

(e) After the Mrtrintr on such petition the Court shall determine the stockholders who have
complied with the provisions of this section and become entitled to the valuation of and payment
for their shares, and shall appoint an appraiser to determine such value. Such appraiser may
examine any of the books and records of the corporation or corporations the stock of which he
is charged with the duty of valuing, and he shall make a determination of the value of the shares
upon such investigation as to him seems proper. The appraiser shall also afford a reasonable
opportunity to the parlies interested to submit to him pertinent evidence on the value of the
shares. The appraiser, also, shall have such powers and authority as may be conferred upon
masters by the rules of the Court of Chancery or by the order of his appointment
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(f) .The appraiser shall determine the value of the otock of the stockholders adjudged by
the Court of Chancery to be enti t led to payment therefor and shall file his report respecting such
value in the office of the Register in Chancery and notice of the filing of such report shall be given
!)>• the Register in Chancery to the parties in interest. Such report shall be subject to exceptions to
be hoard boioix> the Court both upon the law and facts. The Court shall by iu decree determine
the value of the stock of the stockholders entitled to payment therefor and shall direct the pay-
ment of such value, together with interest, if any, as hereinafter provided, to the stockholders
entitled thereto by the surviving or resulting corporation upon the transfer to it of ihe certificates
representing such stock, which decree may be enforced as other decrees in the Court of Chancery
may bu enforced, whether such surviving or resulting corporation be a corporation of this State
or of any other state.

(g) At the time of appointment the appraiser or at any time thereafter the Court may require
the stockholders who demanded payment for their shares to submit their certificates of stock to
the Register in Chancery for notation thereon of the pendency of the appraisal proceedings, and
if any stockholder fails to comply wi th such direction the Court may dismiss the proceedings as
to such stockholder.

(h) The cost of any such appraisal, including a reasonable fee to and the reasonable ex-
penses of the appraiser, but exclusive of fees of counsel or of experts retained by any party, may
on application of any, party in interest be determined by the Court and taxed upon the parties
to such appraisal or any of them as appears to be equitable, except that the cost of giving the
notice by publication and by registered mail hereinabove provided for shall be paid by the corpora-
tion. The Court may. on application of any party in interest, determine the amount of interest,
if any, to be paid upon the value of the stock of the stockholders enti t led thereto.

(i) Any stockholder who has demanded payment of his stock as herein provided shall not
thereafter be entitled to vote such stock for any purpose or be entitled to the payment of dividends
or other distribution on the stock (except dividends or other distributions payable to stockholders
of record at a, date which is prior to the effective date of the merger or consolidation) unless thu
appointment of an a'ppraiser shall not be applied for within the time herein provided, or the pro-
ceeding be dismissed as to such stockholder, or unless such stockholder shall \vith the written
approval of the corporation deliver to the corporation a written withdrawal of his objections to
and an acceptance of the merger or consolidation.'in any of which cases the right of such stock-
holder to payment for his stock shall cease.

(j) The shares of the surviving or resulting corporation into which the shares of such
objecting stockholders would have been converted had they assented to the merger or consolidation
shall have the status of authorized and unissued shares of the surviving or resulting corporation.

(k) Tliis section shall not apply to the shares of any class of stock, which, at the record
date fixed to determine the stockholders en t i t led to receive notice of and to vote at the meeting
of stockholders at which the agreement of merger or consolidation is to be acted on, were either
(1) registered on a national securities exchange, or (2) held of record by not less than 2,000 stock-
holders, unless the certificate of incorporation of the corporation issuing such stock shall otherwise
provide; nor-shall this section apply to any of the shares of stock of the constituent corporation
surviving a merger if the merger did not require for its approval the vote of the stockholders
of the surviving corporation, as provided in subsection (f) of section 251 of this title. This sub-
section shall not be'it|>plic:ible to the holders of .1 class or series of stock of a constituent corpora-
tion if under the terms of a merger or consolidation pursuant to sections 251 or 252 of this title
such holders are required to accept for such stock anything except stock or stock and cash in lieu
of fractional shares, of the corporation surviving or resulting from such merger or consolidation.
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PLAN AND AGi;-.^r:?,:fiKT OF COI'GOLlH/.T'ON
OF

NEKR ASTRO INniTSTI'.nCS, INC.
(Aii I l l inois Coi'|ioralio!i)

AND

THIS DACTIAN-nLronSlNG COr.ZPANY
(An Illinois Corporation)

AND

KEPCO INCORPORATED _ .
(A Delaware Corporation)

INTO

ASTRO CONTROLS, INC.
(A Delaware Corporation)

This Finn r.nd A[;rceme;it of Consolidation, dated as of the 23rd day of January, 19G9, rnr.clc by
. and bohvean Fiur.VJiT* Asiv.o INDUSTKIZS, INC., a corporation organized and exist ing under the
laws of the S t r - l c of Illinois, pr.i-ly of (bo first part, THE BASTr/.w-RLESiJiNG COMPANY, a corpora-
tion crflani/.od and existing1 under the laws of the Stale of Illinois, party of the second part, Kcpco
IiicOt'iJOir.lr.d, a corporation orcanized and existing' under the laws of the Slate of Dylnwara , parly
of tho t h i r d pa. I, hcrn inaf lc r called "coivjlitiient companies",

W I T N K S S E T II :
>

\V.iii-:::r.AS, the board of directors of each of the constituent companies,* in coiiiirVr«?lion oi tho
mutual i'.^r; :ni<-:it;-. oT c:xh corporation as sd, forth herein, do drora it ;u!\i.';rJi!i.> to c.">n.-:r.!!iir.lo i l i f :
businc.::; r i c t iv i i i i 1 : - . of n.'.ic! cotisti tuent companies to promote inoro cfTicioni;, cconomi'-.l nnv'i ]ir'ifi;:.l:.}'j
cciidi'cL of saiil li;i:-,iiicr;:i l l iroiirh reduction of overhead, wider busiucs.-; coi'siucls, aii'.l otirji1 u:c.::ir;
and to I l i a t rmu l U ' V C u.-.ch ado;iix(i a ivsoltilion ;ipl'irovintr tho consoliil i-Uoi:;

V/i:rnrAS, rai-.l rioncur .\stro Industries, Tnc. filed its Articles of lucorporr.tin'-i in t1\o od'co
of the !?:M:Y;t;iiy of Sl"t.'j of I l l ino i s on April 27, 1CJ-1G, under tliu name of pioneer Tool & iMiirinc'-vini;
Co., an-' f;k--l :• copy (hereof, ccrtifiod by lha Secretary of Slate, in the Office of the T\'C(v-'c!;v of
D^edc in Cool; County, I l l ino is on April 20, 10 iG, \vhicli \vas amended by filing Art id.?.-, of Ai
in tlu n f i iLC of s-.nid ^(.•i-.rcir'.ry of Sla'.e 0:1 M::rch ::•;, 1952, October C, IC-'.f, n./i-cini-v
J-.ily 2i, HuVi nv.d b/ f i i in^- co,«ios ihcrci.f, certif ied by the Secretary of Stale, in l!:o Oi'.if.-.- of the
Kecordoi- of DccJs in flo-!: Coin.ly, I l l i no i s on JTay 27, .Iliii2, Octobe:' !•:, 10J2, J::nu.".ry 3, ''fi", r.iul
Julj f!r. IC(M, rc-p.^clivc-'y, t.iid hns r.n aii lhor ' /e ' l capi tal stc-rk consiilinjr of ono rn ' l l i o s i (1,000 000)
bli'ircs of fonnno:: sl^cl; without par value, of wbicl i capital clock five luindiv/.l and t\veiily-c^;lit
thousand six ln:.uircil :»j'.f' fifty-nine (o2S,G;"9) shr.rrs arc now issued and outstano'iiif;

• -

WifEi:EAfJ, snid Tim liastian-l^cssinj; Company filed its Articles of Incorporation in the ofiicc
of the Secretary of St;it<? of Illinois on ?-Tay 0, 1HOS, under the n.iino of C. T,. Dasliau t Co.. and fi'td
a copy thereof, certii'Ccl by IV.d Soerctaiy of Slat-:, in the Ofike of thci lltcordoi* of j")oc;lr: in Cool:'
County, Til i i iwis on r.'.-.y 2d, IDfiS, \ \hicli w.".? nRie!i:U"l by Arliclc-s of Amendinci i t in Ihc oOicc <.f said
Sni:»-o!:'.ry of S'-iU- on Ai::rust '.2G, ]!JOS, Dccemln-'- 21, I f iOO, J.v.iiary 10. 101J'-. N'ovciV.br-r 2?, 10'JO,
Jan'.::.i-y 1-j, ]fi2.". ?.;:,y 20, 1027, Oclobor i:!«. lOiS, June IG, 1!>"'2, .lunc 1C, 10;V^, Ar.r'.ist 2.1, liil'.G.
Any/list 7, jf. il, j'v:..n:.-;. 7, lfl'0, and April !0, ]f :Cl
and by f i i i i ^ r wii:vj (h.-r..v.f, c-Tlinoi by (he Scci-cl::ry cf Stalo in (he CHlico of (he T- i-Tiloi- r,f l\:c.'fl
in Cock County. 1\n«,C.:; o:- Auf.- ist 2H, ]'.)03, Pci-omln:i- ?A IPO'.i. .h.r.nary 11, ]W. Novoii'b.^- r,f\
1020, January 10, V.;2:., .?iin.'- 1. IH'i". OcJobor 21. If':i3. Juno. 1.7, l!i:<:i. Jun.: 17, 10::?, Ai::.i;.-L '..7. 1f::i:.
Au-iul ?, 1011, I ' . - l .Mia.-y ?. I'J.'A :,]!rl April 11, T.hlt
anrl 'has mi ;ir, 11-^ •;;..;•;', r . : \ ] i \ ' r> \ sl-H-Ic df o:ic i n i l l i d i - . ./:00,000) fslian-s f;T cc-.iiM-ion r«! ••.;'; v.-iliiin:!. p.-r
value, r.f v.Iiic'n rapii:-! r.l" !: ".-v't-n thi.ni-.ind cij-.h: :i:diT;l and i-i^lsiy-'.iir.i- (V,.;;>s:i) :.!I:;"CM arc li-:-M
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by the Company as treasury stoc!: and ci-!it hundred and twenty-five thusr-and n i n o l u i i - . t i i o l • • • • i
thirty-six (S:M,0:?ii) shares arc issued .ind outs tanding;

WHEREAS, .said Kepco Incorporated filed ils Certificate of Incorporation in the o(T;ec of n
Secretary of State of Delaware on Mavch M, 12G9, and has an authorized capi ta l sice1; of < , • - . .
thousand (1,000) shares of common stock wi thout par value of \vhich capi tal .jiock ."I sli.aos ;...
issued and outstanding;

Wni-r.KAS, tin- registered ofiice of said Pioneer Astro Industries, Inc. in IhcTStatc of l l l i i u . - . .
ia Iccatcd at 7-101 \Yost Lawrence Avenue immediately outside tho CTily of Chicago, County of On.1.:.
and' the name of its resident agent is Albert 3. Kepen, tlie registered office of Tim Rajlian-nip--, ; ; . . . .
Company in the State of I l l ino i s is located at 4201 \Vcst Peterson Avnnue in the City of Chio- i : ...
County of Cook, and the name of ils resident agent is H. G. Shcllhamer, aTTd tho registered oilier-: . .;'
Kepco Incorporated in the State of Delaware is located at 100 West Tenth Street in tho City .,;'
Wilmington, County of N'ew Castle, and the name of its registered agent is. The Corpora t ion 'I'm..-.
Company.

Now, THEREFORE, the corporations, parties to this agreement, by and bclwc'jn thoir respect:-. .-
boards of directors, in consideration of the mutual covenants, agrooments anil provisions licrc-iu.-.rt'.-i-
contained, have agreed and do hereby agree each with the other that Pioneer Astro Indus t r i e? , Inc.
The Bastipn-Blcssi'.ig Company and Kepco Incorporated be consolidated into a new corpuraiinn
called Astro Controls, Inc. (here inaf ter called "Astro"), pursuant to Section 252 of the Dcl.v.vuv
Corporation Law, and do hereby agree upon and prescribe the terms and conditions of said r u n -
solidation and of carrying the .same mto offset, and the manner and basi.-s of causiiiy l!uj "hare:; ui'
each of the cons t i tuent corporations to constitute or be converted in to shin-os or otlior >:cr.;u-itii;i i.;'
the new corporat ion, as follows:

AlTta.R- 1 : Fionoor Astro Industries, Inc., The Bastian-llles.-finir Cnnrpany and TCcpi.-o Tiu-or-
poralod j l ia l l be and hereby arc cuiu:ulid;iti.'cl to form u new corporat ion .(h.^-ci.^'.i'tor sniv-: l i . i i ; - i
ciiUud the corporation). The name of tlie. corporation is Astro Controls, Inc.

Ai'.T.'Cl.K 2: The addrons of the rogistcrcd o'ViCfi of the corporation is 100 V.'o.it TVr.i.li S'.reci.
V. ' i lmi i i i i tnn, Dclav.'arn, 10)399, in the Counly of New Casllu and ll'.c name of it.-; rcgl^torf.l :'.ji-n'
at said ;ic!di'os:; is '"ho Corporation Truat Company.

ICLK 3: The duration of the corporation is perpetual.

ARTICLE <l: The purpose or purposes for which the corporation i.s or<;ani:'cU are :

To buy, soil, design, engine'.'!', manufacLure, create and repair sr.C!ci;>.l nianiiino.s. I ' . i ac l i i i ! - -
parts, jig?, tools, dies, fixtures, precision pn.rt.-j, and any other 'nxiduet in any manner si inibr
tlioroto.

To manufacture, assem':^, buy, snll, hire, insta'f, rcsearcli .TIK! <!ovol«iJ, fJi::-t;-j!jwlc or dis-
pose of ak'Ctroiiieo'.ianical components and assemblies, guidance coinpontntii and as-'.cinblio-.
I'.lectropnemnatic components and assemblies, precise ins l rumontal i im components and a^..-'Ci:-.-
b'.ies a:id all kinds of goods, wave:;; merchandise, manufacture.*, ocmmoftities. uiachincry, tools.
supplies and products, Appliances, devices or equipment, of every k ind and nature. • ~

To desig:'., dovcloi), man-.ifactui-e, Imy or market various types of control devices, regulator-'.
valves, welding devices, ar.d any other devices of electric and/or iiiuchauical n:'.ture.

To design, duvolop, inanufauturn , !.uy or tn-irkot food .-:t-rving d:;v;cos and facil i t ies i iK- lu- ! -
ing, Isut not limited to, disjilny ca:ws, rcfri;;eratni-;, sorviitf; coiiiiti'r:;, v.-armin,'? dovici>-, carln n-
atui's, diopsiucvs of li-|iiids oif st»mi-:;nli»l loodn, ioc crca'.n '.n:\kers, cnd'oii maker:. ' i lo"> ' i l s ;'•"•'
olho;- devices ;i:'od in tin; preparation. sUn-asvo, sorvins; anil oloan tip of f-_Wi ur n l l i c r :i«:'.i'.".i."
iisod or ton.iiniipd liy humans. Cenorally to en!'.:i;:o in an<! conduct any form of !nai".ir:;i:l''' ; ' ;"
or mercanti le OMlm-prisn.

To cn:';:i;;ij i'» any ';'.\vful act cr a i - i i v i l y fc-r which Oui-poralidns ir.ay lie i.-.r^:!:ii.-.cil i:n.!--i'
tlie General Covpuralion Law of Delaiv;.re.
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To ; : r ( i u i i : - , ; • . , , ( ( | !\.i- in c:i:.li, ;,(oc-;c or bond:; of ( h i . ; t o _ ' . . p ( j ( ; i i or o! iinv.-i-.r. I l i t : ." o;i
' w i l l , ri ,~lil: . : . .i.ssul.s ," ' propcrl.y. n iu] to u n d e r t a k e , or :is?ir " UK- v. l n»c 01 ;my ii.-.rl. of li:-.
,,|,ri;:a! i '»>. -> ov l : ; i ! , i l i l . . of any person, finii, ass-ci;i!.ion of t i n , . .ration.

To acquire, hold, u."i, sell, assi<ni, lease, grant licenses in respect of, mortgage or oth.ei-.viso
dispose of Idler.--. ] mien I of the Uni t ed Stales or any forci;:n coun t ry , pa t rn l r i gh t s , license.'; and
privileges, inventions., improvements and processes, copynVMs. •trade-marks and trade mi inc-s ,
i r la l in t f lo or usoi'ul in connect ion \vith any business of tin's corporation.

To acquire by purchase, subscription or otherwise, and to receive, hold, own, fjN.irantce.
sell, assign, exchange, transfer, mortgage, pledge or otherwise dispose of or deal in and wi th
any of the shares of the capital stock, or any voting trust certificates in respect of tire shares of
capital stock, scrip, warrants , r ights, bonds, debentures, notes, I rusfrcceipls , and oil ier securi-
ties, ohli.cr;-.lioiis, chosos in act ion and evidences of. indebtedness or interest issued or created by
any corporations, j o in t slock companies, syndicates, associations, firms, t rusts or persons, pub l i c
or private, or by the government of the United Slates of America, or by any fovdgiV government ,
or by any slate, t e r r i tory , province, m u n i c i p a l i t y or olhcr po l i t i ca l subdivision or by r.ny govern-
mental agency, and as owner thereof to possess and exercise all the r i fh ls , powers and privileges
of ownership, inc luding the right to execute consents and vole thereon, and to do any and all
acts and things necessary or advisable for the preservation, protection, improvement and en-
hancement in value thereof.

To borrow or raise moneys for any of the purposes of the corporalion and, from time to
lime wi thout limit as to amount, to draw, make, accept, endorse, execute and issue promissory
notes, draf ts , bills of exchange, warrants, bonds, debentures and other negotiable or non-
nogo'-iiibls instruments and evidences of indebtedness, and to secure the payment of any
(hereof and of t \ \ n . in teres t thereon by t mortgage upon or pledge, conveyance or assignment in
trust of the whole or any part of the property of the corporation, whcthr r a.l the t ime- owned
or ilieivr.ri. '_T acquired, and to sell, pledge or otherwise dispose of such bonds or other obligations
»f llu- corpov:\lioM for its corporate purposes. •

To piirc.iia.v.0, receive, take by grant, j f i f t , devise, bequest or otherwise, leas?, or otherwise-
a c q u i t c , own. hold, improve, employ, u:;e and-othcrv.'isc deal in r.nd wi th real or pcraonni prop-
er ty , or any i;i!ere-;t therein , wherever si tuated, and to sell, convey, lease, exchange, t ransfer or
o t l i c i w.:.se. dispose of, or mortijajrc or pledge, all or any cf (ho corporation's property and a.'-seis,
or any inlore.-;l therein, wherever situated.

In gcnora!, to possess and exercise ?11 the powers and priviloge.5 grantee! by Iho Gcii"r;:l
Corpora!icn Law of Delaware or by any other lav/ of Delaware or by t h i n document togctiiv.1!'
wi th p.(,y pov/ors i nc iden ta l thereto, so far as such powers and privilcgi1-! arc nncc-j.^ary or con-
vunicT.t to the conduct, promotion or a t t a inmen t of the business or purposes of the corporation.

The bus'i 'C.'s .-Mid pin-puses specified in the foregoing clar-sos si.all, except whore otherwise
expressed, Yi-n I'M nov/i.-c l imited or restricted by reference to, or inference from, the terms of
•i i iy olh'.v clause in this document, but the business and purposes specified in each of the fore-
Roing clauses of this article shall be regarded as independent business and purposes.

A.'nrcr.K 5: The total number of shares of stock which Astro shall have authority to isjnc js .
'•••o m i l l i o n six hundred thousand (2,000,000) of which two mil l ion (2,000,000) shares siiall be rom-
"'•"M stock w i ihou t p::r value and six hundred Inou.-am! (000,000) shall be. convo.-'uble prefurrcJ
••'•u-k h:;vi-,i» r. par v:.litc of ^1.00 per share.

1'ho cnuvoriiblc proferrod slock, ;it tha op'.irn of the rcspeclive holders ll-H-cof, shall be ccri-
•orlibk- at any lime prior to redemption share for share, except as hereinafter provided, into fu l ly
l':i:'l ami non-iir.'.'.csi-.ablc shares of common stock, upon surrender lo the. corporation cf the corlifi-
1••''':* of c-oiiverlible preferred slock i:o lo be converted, (h.ily ns.;;i:rncd in bl;-.nk fur transfer. No ad-
• •'•• 1 ' i i f j i l t,f dividi-iu!:1. will be made uiio;i the txi'i\;is.e of the conversion privilege.
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TIio holder- of tlio convertible preferred stock shall ho cn l i l kd Lo nx'-?ive. \V!IP- . I ;tr..| .-,.s t|c.
clarcd, dividend.! ;it the rate of $1.00 per share per a n n u m payable quar to i ' l y . T!ic d iv id - jnd . s on
the s:iiil preferred stock shall be c u m u l a t i v e and shall bo pf.yab'o before any d i v i d o n d j on t!v
common shall be paid or sot apart . If in any year, the dividends declared and paid u p o n t l i r >
said preferred .stock shall not amount to $1.00 per share, the doiidcney sha l l be payable holWe
any dividends shall be thereafter paid upon or set apart for the coir.mor. stock; provided, ho -.•.•-
cver, tli.'it whenever all cumula t ive dividends on the said preferred stcclc for ;>J1 previous year-;
shall have been declared and become payable, and the accrued. quarterly in*Ullmi: i i l . ; for thu
current year shal l havo been declared, and the corporation shall have paid such c u u u : l ; ; t i v e d i v i -
dends for previous years, and such accrued quarterly installments, or shall have set aside from
its surplus or net profits a sum sufficient for thft payment thereof, the--board of directors may
declare d iv idends on the common stock payable then or thereafter out of any remaning .-m-phis
or net profits.

The convertible preferred shares shall be preferred as to assets as well as dividends, i-s afore-
said, and upon the dissolution, liquidation or winding up of the corporation, the holders of said pre-
ferred shares shall be entitled to receive and be paid for each said preferred. share, out of the as.-:cts
of the; corporation (whether capital or surplus) $42.CO per share where such event U vo lun ta ry or
$37.50 ner share where such event is involuntary, plus an amount equal to dividend;; accumulated
and unpaid thereon, whether earned or declared or not, before any distribution of assets shall
be made to the holders of common shares, but the holders of said preferred shares shrill not be
entitled to further participation in such dis t r ibut ion, and the holders of the common shares shall
be ent i t led, to the exclusion of the holders of said preferred shares, to all assets of the coloration
remaining af ter payment to the holders of the said preferred shares of the f u l l prcfci-ontial
amount aforesaid.

•

.Neither a consolidation nor merger of (he corporation with or i n t o any other cnvpova t i ' v i , nor
a merger of any other corporation into the corporation, nor thn purch.-ino or rodr notion of r.ll or
any p.-:rt of the outs tanding share.', of any ^lass or classes of slock ol' i.ln! e i u p < > r ; ' . ( b n , r.o'c the =;>.!e
or t ransfer of iho property and business of the corporation as or mi!).-:iun!.i;dh' as an rn l i i - . - : ty , sha l l
be consli-'.'.cd to be a l iquidation, dissolution, or winding up of the coriJoruUon w i t h i n tho m
of the lOrosuinif provisions.

The holders of the convertible preferred shares shall be entitled to one vote for each shiM-e held
and shall have the power to vote cuimiljiHvoly for the election of directors. Tiio said preferred
shiires and i!;c common shares shall vote together as one class.

Tho corporation, at its option to be e::orciscd by its Board of Directors, may redoor.i i.i -.vlicli
or in part the convertible preferred shares at any time five years or more a f t e r the (.-P'cdivu dale of
the con;ol ida!ir>n at IjoT.CO por r.harc, plus an amount coital to dividends >u:ci;"iii!;'.ti.id and uirt'.;'id
tliereon, •.vhclhor earned or declared or not. Payment of t'no redemption price of the u.-'itl prct^rrcd
shnr&i shall be mado ir. caslu. Notice of such redemption, statins; the rcdempt'on d.-'.to. ' 'ic re-
demption priee and the place of payment Unroot' shall be yivcn liy ntsiiljri. 'v a cony of such notice
at least thirty (30) days prior to !ho dato fixed for vcdemiiiiua to (he holders of rij^cr;] nj iho
raid prcfci'i'cd shaioi to be redeemed at l!iuir respective addresses as tl;e same appear oil the
books of the corporation. If 3i:i;Ii r.ctici: of redemption shall hava bcaa duly Riven a:nl if on or
bofure the •••fdcmpllon date specified in such notice all fmub necessary for snij 'i i -od ' -nupl ioi t .-dud!
have bcnn :;ot usido so as to be available Ihcrufor, t 'lon iiotwith.-:t:'.ndin,f tha t any certii 'xato (•••*'
.saiil prcl'.Ti'cd .•iharos *o called for r tdcmpl ion shall not have been surrendered for cancel la t ion .
(he uh:uv.i rcin'oscnlcd thereby shall no Imr.'or be deemed oid.slaii<li i i ;r , the ri;;ht to rjccive d iv i -
dends thcn.-on shall cease to arcrue from at:d af lar the date of rcdctnpUoti.-.o 'ivod and ;dl r i ; ; i . l*
wit!; re.cii\'ct to such pruft.-rred shares M tailed for ixuK'suplion not liinrclo'"*1 '-! uxp i r - ' d : '"a ' '
1'orl.hivilli u:i such rodcmpluvi d;;ln oca:;i; ind lcrniin:ile, cxcopt cnly Hie riVhJ. i>t ' i l i M hci.!'- '" ;

Lheivof to rtcci-.'rt U'.c amount payable u i n . i i vcdemption th^rcoC, but v.-illwiit iiU.U'i-st.

Convr! i - l i l ) lo prcfcvr,?<! ::hai'i;S which .
roirlion shall be cacc^llod and s'aall nut

.edccr.iod, or oHi«r\vi. iO :»:i;'iiivi'i by Ihu c"f-
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In case (he corpo'.T.t. . .-.li:i!l at any tinv: or from lime lo ! ' ' < . - i l u l i vMe Ihc (iulV.t;..;;o.;::- di::rr.s
,.f i-oniivion stud- inm ;i jTcalr-.r number 01 uliarcs, then w i l h respect. to oach sudi s u h . i i x Uio:i (he
nicr.ber of shares of col lusion sloclj ddivcr.'iblc upon conversion of cad; .".h::re oT C O M V C : - l i ' n V p;x--
i,. ,Tcd slock hereby div-'jvna'.od rlir.l l l>2 increased in proportion to ( l ie incr'j.v.c rcv .u l l i i i j from si:d:
.• i i l i i l ivir . ion in the number of outs tandini ; sli.-.rcs of common slodc; :nu! in ca.-.c t!i« corporal ion > . i - , ; : : i
;:l any time or from time to time combine tho cuts, ( f ind ins shares of common stock into a smaller
number of shares, then \vilh respect to each such combination the number of shares of CO:V, :H. ->I ;
•tuck deliverable upon the conversion of c:.ch sh.iro of convertible preferred stuck hereby d.-.-i;;
na'.i'd shall he decreased in proportion lo the decrease result ing from such combination in the n u m -
ber of outs tanding shares of common stock.

In case, pnor to the conversion or redemption of the convertible preferred sloe!;, the corpora-
l inn shall be recapitalised by rcclassifyins1 its outstanding common stock into shares \vi lh a d i f -
ferent par value or shall thereafter roel.issify any such shares in like mannciTXJr the corpora! io:i
fir a successor corporation sluill con.solidate or mcrjjc with or convey all or sub3ianti>.!!y nil ii.s or
any successor coi-poration's property and assets to any other corporation or corporations, the. holder
of the convertible preferred stock shall theruiiftcr have the ri;;ht to convert pursuan t to ar.d on the
terms and conditions and dur ing the time specified herein, in lieu of the shares theretofore conver t -
ible, such shr.res of stock, .securities or assets as may be issued or payable wi th ro.-per.t to, or in ex-
chanjie for, the number of shares theretofore receivable upon the conversion of the said pro 'erred
stork. had such recapitalization, consolidation, merger or conveyance not laker, place; and in any
such event, the rights of the holder of said preferred shares to an adjustment in the number of
common shares into which said preferred stock is convertible shall continue and be preserved hi
respect of any stock, securities or assets which the holder of said preferred stock is thus enl.illi'il.

In thu event:'

(A) The corporal ion shall take, a record of the holders of Its common .stock for the pur-
pose of tnti l l ini: thorn to receive a d iv idend payable otherwise tha* in cash, or any ot ' iex- dis-
tr ibution in rer.pect of the common slock (inch'.dir.r; car.h), pur.M'.ant to, wi thout limit;-.!.!-;-.!
any spin-ofT, split-off or distribution of the corporation's assets; or

(B) The. corporation shall take a record of the holders of its common slock for t l i c pur-
pose of onl i l l ins t!i?m to subscribe for or purdiasc any shares of slock of r-.ny da:;.> or lu iv-
ccivc .".ny othi-r rights; or

(C) Of any classification, reclastific.il ion or other recrL'-ni^ilion cf the capita! s-.fock of
the corpoiv.tinv., consolidat ion or merger of the corporation v.-ith or into another corporsl iyi i
or conveyance of r.ll or substantially nil of the a.«jset.s of the corporation; or

(D) Of the voluntary or involuntary dissolution, liquidation or winding ui> of the

l l ic -n . .-.iid in any such ease, the corporation shall mail to the holders of convertible preferred r.lod:,
•'>l least twenty (20) ihijs prior to such record dale, a notice statin;; the; date or expected dale on
wliicli a record i.ilo be laken for the purpose of such dividend, dis t r ibut ion or rijihtj, or tho dr. Lc
&a wl'.idi such cl.issific.ition, reclfisnificntion, rc-orjaiu'xation, consolidation, iMcrger, tonvcyan'-o, di:--.-
xiluiion, li'4iii(1nt!cn or win'linc up is to take pl:;'-c, as the c;isc in-iy be.

In case the corporation, at any time while converlib.'o pivferrccl slod; shall remain issued r.;u'
'•iilj'-laiii'.ii:';, slial) sdl all or substantially all i'.s property or di:--solvc, l i f iu i i la tc or \»-ind uj) it;; al'-
faii-.s, tlm holilcr of said preferred slock may thtrer.fter receive upon cor.vcriJon thereof in lieu of
'•;».h ;;!KM-C o' coiViinon st^ck of the corporruion which s;ich holder woulti have bee.i enl i l lcd lo rc-
'•••ive. 11,-j .sjiiiu- k i i u i Mid amoniit of any SL-turili-.-s or assc.ls r.s may bo i.";;unb!c, dislribiilabic or
!••'<>•;•.! i]ij upon any •-.'.ich riilc, di.-.so'ulion, l i i i u i v l . - t i n i r or wiudin;: up with respect lo each share of

r-lock of the company.

AP.TICI.F; G: At id1 doctions of directors of Astro, o:ich c^mmnn :nul conv.-i'liM'j prc-'r-.Ti'.!
• ' 'vi-kiji-ldiT r.liali lie oi:litU:d lr> :LS i.i:.iiy voles : .;= .-'.all ef|i;al l.hc numl.'er of voles \vli:e'i (c\i'.f-;-.t f;.r
: '-di ]i|-ovi.;i')!i a-; 'o cuniiih ' . l ivo voting) Jii v. "-: 'ii Iji ( -nt iUcil h» casl fur (.ho dix-liosi of <!iivc I "!'••
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with respect to his share:1, o: sloe!: uu ik ip l iu l '>>• I hoi number of dir^e '-ors L'> l;o o!trlc:l. and '•
cast-all of :iucli vod:.-; for ;i : ' - in:; iu di rector oc may dUUil/ . i le them ainmi.i,' Uic number In !> , . V l l .
for, or for any two or more: of Uu-.n1. as he may t;cc lit.

Ar.TICMC 7: N'o common or pu-t 'crrcu stockholder of Aitru shall by reason of Kir, h i , ! , ; - .
shares of any class have any pro-emotive or preferential r i yh t to purclK'.sc or sub.sc'.-il'e Lo :u:\ • I, . . . .
of any clays of the corporation, no\v or hcrtafier to he aulhori /ci l , or any notes, debcnlur, '- , ;....
or othor securi t ies convcrtil)lc i n t o or carrying options or war ran t s to purchase shares nf ;,n\ ..;.
now or he rea f t e r to bo aul!iori/cd, whether or mit the issuance oi ' ;> .ny such shares, or * \ \ - \ \ • - . . • .
debentures, bonds or other securities, would adversely affect tho d i v i d e n d or vo t ing rix'nl.-- . .f -•:
s tockholder , other t h a n such rights, if any, as the hoard of dircclnr.s, in i ts di .-crution f n - m t i n . . •
t ime may jrant, and at aucli price as the board of directors in its du;civlio:i may f i x ; ;;ml ; i io !... r

of directors may issue shares of any class of Astro, or any notes, debentures, bonds or o l l u : i - ..,-,• .
r i t ies conve r t ib l e in to or carrying options or warrant;: to purchase share* of any class, v/ i ; | ; . . - . -
offering any such shares of any class, oither in whole or in part, to the e x i s t i n j j .•>toi i!;h<i!ders i , r . ,
class.

ARTICLE 8: The number, names, and addresses of the first directors of .said Astro, who .-!-.:;
hold office u n t i l their successors be chosen or appointed according to the by-laws of said corpora I i..-:.
are as follows:

iVriums if Dii-c.-lni-s Address

Albert S. Kepcn 7-lOt \V. Lawrence Avo., ChicaifO, I l l inois
Robert P. Kcpou 7-101 \V. Lawrence Avo., Chicavo, [llincis
Edwin H. U'rijht Drovers i Merchants Hank.

St. Joseph, Missouri
A. D. Martin 1025 Codar Spr i i - f f s I'.jad, Pa!':.-i. TI-V.-K
Michnol F. Dr;n!:!ioiise , 207 E. -liird St., ttow York. N'>:-.- \'..r!;
Diiniel L. nrenner 800 Lathrop Uld;r., 1003 Grand Ave.,

Kansas City, 'J-.Iiy.-i&uri
H. F. Korholz Shirley II 1^1 way i Kilsall Pal.,

Alexandria, Virginia
A. L. Aujnr -1201 \V. Peterson Ave., f'hics'.so, [ IS ino i s
L. Nr. Lucas '1201 \V. Pctei>:on Avo., Chicr.ffo. f l l i n o i s
M. J. Coca 15 West TenlM St., Kansas Ci ty , M;/,--om-i
Albert \V. Tiionison Union National !-an!c "uikliiur,

Kansas City, ?.ti."iOiiri
J. JL Sto^in '1201 \V. Peterson Avo., Chicago, I l l i i t u i s

The Ihr.t officers of .laid Astro shall be a chairman, vice chairmj:n, presidiMit, vice prcs id iv i l .
treasurer, secretary and an assistant secretary.

AKTtcr.E 9: (it furtltcnutce and not in l imi ta t ion 01 (he po'.vors conferred l:y slatut<\ 11.'
board of directors of Aalw is «.-::pri::::i.ly .'uilhorr/cd: • «

To m:i«c, altt-ror iTjiortl thij by-laws of Astro.

To ;-.iil!u>ri/o niul cause to bo c-X'.-cutod nturt^aijos and l i . -ns ii])oii the real and porsuM.-d
properly ot' Astro.'

To sot apart out of any of tho funds of A.^tro avaib.ble for dividends a rnriorve or rc.-:oiAv:

for any proix-r imrpnso aad 1.) aboli.ih any auch rc.sorvo in I ho rnanntr in which it was crvali. .1.

F!y a ma.icrily of Ihi? \v!\ulo board, to dcsijynat.: «j»o nr :noro i:omi.:ill...-s, -.-ach e m n m i M '
to consist oi' lv.-i nr mot'O of the dirdrtoi1 . '* of A>lrti. 'I'ho Imacd may il...-i-"ij:'.l-' ur.o ur i::on. < • ! •
rectors :;s all.-riiate niom'jors «t' any ••nnunil lcf , \vho m^y ri-phit-e ai-y ab:-uiit or d i . : i i M : : ! i i : - • •
member at any ir.v. 'tinjf i>r' Ihe conm.i :1 . .-. Any t.w:\\ i:nnip.iiiti:o, to His.- i r x l i ' i i t provided id c-'
rc jo lu i in i i •••.• in the ijy-l:i»\.-i oc Ash-n, -. ;;.dl !:ave :MU| aoy o:;Li";i::e the i'.iv.-..-r:i of Ih;.' !.A>ar-! ••'
diroclovs in l i ly ViMinau'.-niont of UM ln-.-.-.incss anil alu-uvi in' Astro, and iv.r-.y aut!;ori/.o the .<• ;•• "'
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• the corpora i iy i i to bo ;;f •<! to r.ll p.-ipcrs w-hir.-h may requ i re il; ,.,.. ulc-1, huv.vvv-. ( \ \ ? iiv-!.-.-.•. s
may provide Hin t jM HIL n:-eiico or d i . -qnal i f ier . t ion of any mcii. . of such connii i ' j .oc or co in-
mil I cos, the in i -mbcr or members thereof present at any n icc l in< ; .-.ml not d i s q u a l i f i e d f r o : % i vo t -
ing, whcllKT or not he or they cons t i tu te r. quo rum, mr.y u n a n i r n n i i N l y appoint apothe.r me:i;h-:--.-
of the board of dirct-torr. to act at the meeting in (he place of any sudi absent or d i squa l i f i ed
member.

When and as authorized by the affirmative vote of the holder;: of a major i ty of the stock
issued and outstanding havinj; voting power ji'iven at a stockholders' mcolinj; duly called upo:»
such notice ;;r, i.-; required by s t a tu t e , or when authorixcd by the wr i l lcn consent of the holders
of a m a j o r i t y of the vo t ing stock issued and outstanding, to sell, lease or exchange all or
subs tan t ia l ly all of I he property and assets of Astro, i nc lud ing its fro<»l will and its corporal-.;
franchises, upon such terms and condi t ions and for such consideration, which may coiiri.--L in
whole or in part of money or properly including shares of slock in, and/or other securities of.
any oilier cooperation or corporations, as its board of director.* shall deem expedient and fur the
best interests of Astro.

AKTICI.E 10: Whenever a compromise or arrangement is proposed between* Astro and its
creditors or any class of them and/or between Astro and its stockholders or any class of them, any
court of equitable ju r i sd ic t ion within the State of Delaware may, on the appl ica t ion in a sunm.iry
way of Astro or of any creditor or stockholder thereof, or on the appl icat ion of any receiver or re-
ceivers appointed for Astro under the provisions" of Section 291 of Title 8 of the Delaware Code
or on the appl ica t ion of trustees in dissolution or any receiver or receivers appointed for Astro under
(lie provisions of Section 279 of Title 8 of tlie Delaware Code order a meeting of the creditors or
c!a?s of creditors, and/or of the stockholders or class of stockholders of Astro, ?.s the case may be,
(o be siiniivioi'c-'l iii such manner as the snicl court directs. If a majority in miiii 'itr reprcscnliii;;
Ihi-cc-fourth:- in value of tho creditors or cla'ss of creditors, and/or of the stockholders or cia;-.s of
slockhoKici a of Astro, as the case may be, sijrreo to any compromise or arrangement anil to any rc-
orr;aiii/a!:oii of A v l r o as consequence of such compromise or arranycmi-nt, the. r.ak' cc.mpro:ii!--i- or
anv.iipcmc.-nl ai:d UK- sr.id leorp.'anb'.alion shr.ll, if sanctioned by Ihe court to which Ihc said ;\i:pli-
cation has been made, be b i n d i n g on all the creditors or class of credi tors , and/or on all Hie . .h-c. '--
holders or class of stockholders, of Astro, as Hie ca^a may be, and also on Astro.

AftTlc'.F. 11: Mcetinsr. of stockholders may be held wi th in or w i t h o u t l!if: S ta te- of 1XM;\ \vai - i - ,
an the by-hiws mr.y provide. The books of Astro may be kept (subject to any providon contained in
tlie s t r tu tcs ) outy.ido (he Sla lo of Delaware at such place or places HS r.iay be dosif.rr.aLed f rom l i m e
to lime by the bc-.ird cf dirccloi's or in the by-laws of the corporation. Elections of direclori need
not be by w r i t t e n l - . a l l f i t unless Ihe by-laws of the corporat ion shall so provide.

Ar.Tin.E 12: The corporation reserves the r i fh l to amend, alter, change or repeal any provi-
sion contained in th i s ceHificulc- of consolidulioii , in the mannc-r now or hereafter prescribed by
statute, and all rights conferred upon stockln.ldi-rs herein are ;.;ranlcd siil.'jecl to this reservation.

AP.TICI.J-: 13: The manner of convertiiif: the capital stock of the con-il i lnent compar.ir-s on the
clTcclive date of the Flan and Agrocmunt of Consolidation into the capila! slock of Astro shall be as
follows:

(a) Each share of common sloclc of Pioneer Astro Industries, Inc. shall, without any-
ac- l iOM by the. holder thereof, be deemed converted into one shr.rc of Ihc: no par value comrr.on
stock of Aj-.lro.

(l>) E<v.-h chare of common stock of The riaslian-P.lcfsinsr Company shall, without, any
r.ctiou by the holder ti.i-roof, ba deemed converged into one j-.harc of the ?1.00 par valua con-
vertible preferred stock of Astro.

(c) Kai-i) share of the common !-.loc!: of Kcpco Inroriioraled .-;hall, \ri lhout /i?iy .'icli'.m l>y
the: holder thortof, be dc-emcj conxv.'ttd intu onf. share of the r.o par value i-or.nv.fpii sUk-l;
Of A:;ti'0.
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(d) If on the effective date of the Plan and Agreement of Co.i.-oli,; , ,:; , , , , Vi: ; (.
Astro Industries, inc. shall own any of tiio outstanding shares of cap i t .n l M.,,^ ',.;•"•'. ; '
tiaii-3'lcssin^ Company, suc!i shares shall not lie traiufci'ml, nor shall I ho l . , -m :i, :..;
thereto pass to Astro, but such shares of stock shall fovlhv. ' i th be deemed t-j l..-: r . . l ir . .; =
celled and no share of preferred stock of Astro shall bo issued in respect thereof.

(c) All shares of stock of Astro to be issued as a result of the connolidatum :-h: :;i • *
paid and non-assessable.

(f) A f t e r the effective date of the Plan and Agreement of Consol idat ion. ( . : , , ; , ;
of a certificate for a share of stock of tho constituent companies shall sur render i ' . .
duly endorsed as Astro may require for cancellation, and each such holder shall be u i i ; < : . • •
ccive in exchange therefor a certificate or certificates representing tl;e shares "i" A ••
v/hicli the holder is entitled. Unless and unti l such certificate is surrendered, no d iv i . ! . :- ;
clarcd and made payable to holders of record of shares of Astro .-.hall be paid to t l u r ). . . ; ..
such certificate, but upon surrender of the certificate, the holder wi l l be paid ( l ie :m:- ,
dividends payable with respect to the number of shares of stock of Astro rcpresci-.td !
new certificate.

ARTICLE M: The by-laws of Astra shall be the by-laws which are attached h'-n.-'r. !;

changed or amended as provided therein.

ARTICLE 15: Upon tho effective date of the consolidation, the separate existence of Pi- ;

Astro Iiuii:.ilric.s, Inc., Tho Tlastian-ijlcsainf; Company and Kepeo Incorporated shall cca:--j ;.:. !
corporations :.'ia!l become a new corporation (As t ro ) , in accordar.ee '.vilh th>: provisions of ' • . ' . - [
and Agreement of Consolidation, \vhich shall possess all the rights, privileges, povA:f.s :>.?.,\ •'.
chisc^ as well of a public as of a private nature arc! be subject to all tlie i-c.-trktions, di:::-.l:;!i:i. .
duties Ot each ot' t i io oorpovntions, parties to this Plan and Asrcenmr.t ot CniisiMid.-'.lion, miJ . .. •
singular Ihu rights, privileges, powers and franchises ot' oach of said cons t i tuent i . - i i m | ' : ' : i i - - .
a'.I proiierly, ronl, poraoi'.cil and mixed, and all debts due on whatever accounts, ,iu r.v.'!l :
stoi-k .-aib^rriptionri -is all other thinrj'3 in action or belonrvinj; to each of said co i ' . r> t i l i : i . - : i : «
nics; 07:d all pvoporiy, ri^lit.i, privileges, pov.Tra and franchises, and all and every oilier ii;.'.-r. •
tho Ihrce corijoralions, parties hereto, shall hereafter be as effectually the pronerty of i! . . :
Astro ;is they M'era of the several and respective corporations, parties hereto, and U>c t i : ! i - :•'
i'p.d all real est-.ito, v/hetlinr by deed or otherwise vested in any of said consti tuent conipa- i i - . •.
not revert or bo any way itn'.v.ired by rnsn:on of the said eonsolidaiion, provided that all r::.-'i:'
ercdiiors ai:d all liens upon the property 01 any and all oil scad corporations, n.-irlie.: IVTI.!".
b>; pi-eservad ur.impaired, -ind ths rospaclivo I'crporations, parties !u;rcto, may be deoiv.ud l-i < • • • ! • ' .
in exi.sl'.Tice in ordor to pro^cn'o the same; and all di-bts, l iabili t ies anil di i t ies o£ e i ther »!"
copslitu.Mit companies, parties luu-ito, shall fort lnvith attach to said Astro and niny l>e i-r.' .•
against iL to the same extent aa if said debts, li.-xbililios and duties had been incurred or coi !r
by it, it boinj expressly provided that tho consolidation of the constiluont com ;);•. mVj ."hal! i: -
any manner impair the rii/lits of any creditor or c^editora of any of said corporation;;. IT •••'
time Astro Miall dsem or bo .idvijcd that any f u r t h e r nssiirnr.iont:'., asssirt'.ncos in the law, m- :'
arc ncccfSiU-y or dcsir-Volc to vest in the. said Astro, the title to any property of the cm;-1 '
cuii.panios, the proper ofikcra and directors sliall and will exccu'e all propi.-r assi^nnMiils ;•.; '•
r.'.iraia'cr, in ll:e !a\v, and do all thin;;:: neccv-j-ai-y or proper to vc.U lille to ancli yrop'-i'ly in ;!' '
Aslro and o!hni-\v'.so to carry out tho purposes of thiu a;rrccmcnt.

M: K'»: All outr.landin^ options, agreement;?, warrnuls and oMier rii.'hts, to pur-!'..
otherwise receive or acnuire sharos of stock of the constituent companies sha'd be dconn-'l • • ' • '
ajii-cemenis, \varrants, or other riyhls, as the case may be, to purchase or otherwise PI- • ' • •
ncriuirc under the same ctrcuinsiam:cs ft nu i i i l jo r of shares of the common or c'l.ivortiMe ; >'
stock of Astro at the applicable exchange r:1':-).

AJvniT.K 17: Each of the riTpcefiv" • • in . -Ui lucnt coinpar.ie^ .';li.''.ll bo re.';i»'ii::i''l'
bear il;« i..\-;;en: i:.-; in I'uiiiiiinii'.iu'.iiii; this i'la.i : % i u l A;;rceiiient ui* Coi!:u>licl:ttioii. If t!:i: ci'ii

iil.'ilcil liutvby is not consuinmalod i'»r -my rca:;o:i \vl«.ahjv;!r, Ihen all
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, . . - I I ' M I I w:!!i t h i s l ' l ; ,u Ajvru .
• -,::!. r - j /npany tl ; : : l i i t i -cil the expense.

AI.TICM-: ]f.: Astro reserves tlic rir;ht to amend, niter, chan-n or rc-pcrd ar.y pruv i s in i con
..I in t h i s I1 Inn and AsjreeiviCi i tofronsol idal i i . i l which may V-c conl. -unti l in the : ' . r l k h ~ oC in-

-: .mifoi : of a corporation organi/ed under the. l;i\v.s of tlic Slain of J>o!awarc in the maim:-r nuv.-
. ; , iv: i f lcr prescribed by r,aid laws of Die Stale of Dclr.\vare, and nil r iy l i l s conferred upon sluck-
;.:,-r;; herein arc granted subject to this reservation.

.AUTICU: 19: The mode of carrying tin's consolidation into effect is r.s follows:
(a) This rir.n and Agreement of Consolidation shall be submitted to tlic shareholders of

each of t l ic const i tuent companies, as provided by law, and shall f';e effect and be d-.cirul
ami be taken (o be the Finn and Agreement of Consolidation of said companies upon l i i c np-
|irov;il or adoption thereof by the shareholders of each of the consti tuent companies in ac-
cordance with (he requirements of the laws of the Suites of I l l inois and Unaware, and upon
t l i c execution, filing and recording of such documents and the doing of such act* a:icl thing;-'.
as shall be required for accomplishing the consolidaliou under the provisions of the app'.ic.".l>!:-
statutes of the States of I l l inois and Delaware, as heretofore amcnd'-d r.ird siipplciiK-nt-jd,
jirovjdcd, however, that for all purposes the effective date of the consolidation shall be the
d.ilu this Plan and Agreement of Consolidation is filed in the office of the Secretary of Slate
of Delaware.

(b) Anything herein or elsewhere to the contrary notwithstanding, this Plan and Agree-
ment of Consolidation may bs abandoned by any of the constituent companies by an appro-
priate resolution of its board of directors at any time prior to its approval or adoption by
the shareholders thereof, or by the mutual concent of the constituent companies evic'.:'".cc.l
by approrii-i.-.tj resolutions of their respective boards of directors, at any t ime prior to th-j
rfi'cctive daii of the consolidation.

AuiicLK 20: Astro agrees (1) that it may be served with process in'lllinois in any procordli i ;-
r (ho enforcement of any obligation of any Illinois corporation which is a party to this coii.-olui.:-

and in any proceeding for the. enforcement of.lhe rights of a dissenting sharohokbr of ;my :n:r!'
I l l inois corporation against the consolidated coiijo;\ition, and (2) doc.- hereby irrovc;-:ibly u p j . o i n L 'Ji"
Secretary of Stalo of Illinois as its agent to accept service of process in any such proceed i-..^, nr.d
(.".) that it will promptly pay to the disssnting shareholders of any such Il l inois corpoii:'.ion tiio
Mnousi t , if any, to which they shall be entitled under the provisions of. the I l l inois Ducinc.^ Ccvp-'-
r.ilion Act wilh respect to the rights of dissenting sharohrJdci-s.

Ai'.rjci.F. ?.] : Tlic constituent companies, in accordance wi th apijITcr.ble Ir.w and by :'iu!i'.-:l
."irrcoruont autho:-i/.c.-ii by their respective beards of directors, iVoin tinic lr> time, a- id \vlu-I '-.•.':• Vc--
i'')iv or a f tor the aj iprovnl of the stockholders of cither or both cmir.l i l i icnt companic.-; c/" t i i is
I ' lan and Aicrci-mcnt of Consolidation, may amend this Plan and Agrcf-.muit of Consolfdi-Vioi1. to
f. '- . t i l ' taif the perroi-m:-.nce t!u;reof or to comply wi th any applicable law of any jm-isclirvon or
f«r any other purpose-; provided, however, that :io amendment shall substantially c!);'.:i£i: the
t-.rms of this Plan anJ Agi'cemcirt-of Consolidation as sot forth in ARTICLE 13.

22: If the common stock of Astro is listed on any stock cj:cl:ai:ne, Astro v.-il! r.p;'\v
for l islinjf o' the preferred slock on the same exchange.

AUTICU; 23: This Plan and Agreement of Conso'.iclaiion may be c::ee.u'<xJ in one or more
(•'ounlurp;>.rts, u.-icli oi v.'hich shall be dec-med an original, but all of which togetlu-r shr i l l c i - i i - i i t i i i ?
"iiu and the same ins'.rument.
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OLCOVDA MINIMO COBPOBATIOM

REPORT TO SHAREHOLDERS

Golconda Mining Corporation derives the major portion of its income from
dividends resulting from the production of silver, gold, lead and zinc. Highlights of the past year
relating to your Company and these metals are as follows:

Net income for the year was S348.800, or 18 cents per share, as compared

with S481.600. or 25 cents per share for the previous year.

The general market decline affected the value of Colconda's investments

in capital stocks of other mining companies. The market value of Go/con-

da's investments was $23,001,400 on December 31, 1969, as compared

with 528,702,000 at the previous year-end.

In June, 1969, an agreement was entered into providing for the deep ex-

ploration of the southeastern portion of the Golconda Area.

Free World consumption of silver again exceeded production. The gap

between production and consumption amounted to 160 million ounces.

Silver prices were lower, as other than fundamental factors dominated

the market. The price averaged 51.79 an ounce for the year as com-

pared to 52.14 for 1968.

Demand for lead and zinc was strong, resulting in increased prices for

these metals.

LS 000341

Golc - CDA dm - 0340



FINANCIAL

Net income for 1969 was 5348,782, or 18 cents per share. Net income for the previous year

was 5481,576, or 25 cents per share. The decline in income was attributable to a decrease in the
realized gain from the sale of investments.

Net income for the past nine years and dividends paid are as follows:

DIVIDENDS
NET INCOME PAID

1961 S 185,464 $ 40,000

1962 523,972(1) 80,000

1963 507,935 (2) 80,000

1964 477,689 100,000

1965 408,662 140,000

1966 1,000,523(3) 176,490

1967 412,058 212,630

1968 481,576 231,960

1969 348,782 231,960

(1) Includn gain of 5350,429. after taxes, resulting from
sale of 14.600 shares of Lucky Friday stock.

(2) Includes gain of S9S.394, after taxes, resulting from
sale of 4,500 shares of Lucky Friday slock.

(3) Includes gain of S707.109. af ter taxes, resulting from
sale of 43,410 shares of Burner Hill capital nock.

Cash dividends amounting to twelve cents per share were paid during the year. Dividends

were paid from current earnings and are fully taxable to shareholders as dividend income.
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HECLA MINING COMPANY

G o l c o n d a purchased 30,000 shares of
Hecla stock in early 1969, bringing its holdings to
691,900 shares (1 1.6%) of Hecla Mining Company
capital stock.

Hecla's net i n c o m e for 1969 was
34,874,154, or 82 cents per share, as compared
to 54,643,466, or 78 cents per share for 1968.
Both years reflect the issuance of 1,000,000 shares
of capital stock in exchange for a one-half interest
in the Lakeshore copper property near Casa
Grande, Arizona. Hecla's net income for the cur-
rent year was adversely affected by the lower
price of silver.

Cash dividends of 70 cents per share were
paid by Hecla in 1969. This is the 68th consecu-
tive year the company has paid dividends and the
31st consecutive year that dividends have been
paid quarterly.

Hecla has interests in several productive
mining operations including the Lucky Friday
mine (100%), the Mayflower mine (50%), the
Star-Morning Unit Area (30%), and the Sunshine
Unit Area (33.25%). It is the operator of the first
three. Hecla is also the operator of the Consoli-
dated Silver Corporation exploration project in
which it owns a 37%% interest and is also the
operator of the Lakeshore copper development
in which it owns a 50% interest.

Hecla's share of metals produced in 1969,
and its per cent of gross income from metallic
concentrates sold were as follows:

METAL

Silver
Gold
Lead
Zinc
Copper
Others

PRODUCTION

6,558,393 ozs.
53,935 ozs.
27,651 tons

9,047 tons
1,895 tons

GROSS
INCOME

51%
8%

29°i
5%
6%

Hecla was the largest domestic producer
of silver, accounting for approximately 16?b of the
silver mined in the United States.

Exploration activities were carried on by
Hecla in the Coeur d'Alene District of Idaho and
in other parts of the western United States and in
Canada.

In Canada, a major drilling program on
the Liard—Schaft Creek prospect near Stewart,B.
C., was conducted. Drilling results indicate that a
commercial low-grade copper-molybdenum de-
posit of large tonnage may be developed. Addi-
tional drilling and evaluation'will be continued in
1970.

The Lucky Friday mine produced 183,785
tons of ore assaying 16.35 ounces of silver per ton,
10.65% lead and 1.00% zinc. Normal production
was achieved in spite of a periodic manpower
shortage. However, the development program suf-
fered and ore reserves decreased slightly from
626,000 tons the previous year to 598,000 tons
at the beginning of 1970. A portion of the vein on
the 3650 level was developed and ore of compar-
able grade and width to that being mined on the
level above was exposed.

The Mayflower mine in the Park City Dis-
tr ict of Utah is leased by Hecla from New Park
'.lining Company. The lease provides for a royalty
to New Park of 50% of the defined net operating
profit.Production for 1969, totalled 117,452 tons
of ore assaying 0.50 ounces of gold per ton, 6.25
ounces of silver per ton, 5.17% lead, 3.13°o ^mc
and 1% copper. Year-end ore reserves are estimated
at 257,000 tons.
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GENERAL

In February, 1969, Hecla Mining Company
announced it was entering into an agreement with
Transarizona Resources, Inc., subsidiary of El Paso
Natural Gas Company, to develop and bring into
production the Lakeshore copper property in Ari-
zona. Hecla proposed to issue 1,000,000 of its
common shares for a one-half interest in certain
mining claims and mineral leases in Final County,
Arizona. In addition, Hecla agreed to enter into
an operating agreement with El Paso which would
commit Hecla to provide the necessary funds to
bring the property into production with all such
monies advanced to be recouped out of future
earnings. Because of the magnitude of this com-
mitment, the uncertainty of future financing and
the dilution to present shareholders resulting from
the issuance of an additional million shares of
capital stock, Golconda opposed the Lakeshore
proposal. At the annual meeting of Hecla share-
holders held on May 29, 1969, a majority of the
outstanding shares were voted in favor of the
Lakeshore project. Thereafter, Golconda dismissed
its legal actions against Hecla with the exception
of the action seeking to require Hecla to allow
cumulative voting in the election of its directors.

Mr. Norman M. Smith of Kellogg, Idaho,
was appointed to the Board of Directors of Gol-
conda Mining Corporation during the year. Mr.
Smith is Vice President and General Manager of
Clayton Silver Mines and is also an officer of
several other mining companies.

Mr. Carl L. Turner, a director of Golconda
since 1959, has decided not to stand for election
at this year's annual meeting. Mr. Kenneth Teel
has been selected as nominee for the Board of
Directors at this year's annual meeting to replace
Mr. Turner. Mr. Teel is President of Crestline, In-
corporated, a manufacturer of building materials.
We wish to express our. appreciation to Mr. Turner
for his many years of service to Golconda.

The accompanying financial statement sets
forth the results of 1969 operations and the finan-
cial condition of the Company.

You are cordially invited to attend the
annual meeting of shareholders to be held May 1 2.
1970. In the event you cannot attend, please date,
sign and return the enclosed proxy.
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B A L A N C E S H E E T

OLCOWDA MIMING COEPOEATIOM

A S S E T S

CURRENT ASSETS

Cash in banks
Receivables

PROPERTY, PLANT AND EQUIPMENT,
at cost
Less accumulated amortization, depletion

and depreciation

Remaining cost

OTHER MINING ASSETS
Capital stock in mining companies, at cost

(approximate market value 12/31/69
523,001,400; 12/31/68 $28,702,000)

Total

DECEMBER 31.

1969 1968

S 182,011
35,823

217,834

697,096

631,173

65.923

5,095,399

$5,379,156

S 20,174
103,013

123,187

697,096

631,173

65,923

3,865,297

54,054,407

LIABILITIES AND CAPITAL

CURRENT LIABILITIES:

Accounts payable
Income taxes payable (l)

NOTES PAYABLE, banks

CAPITAL:

Capital stock, non-assessable, par value ten
cents per share, authorized 2,000,000
shares, all of which are issued

Capital surplus
Retained earnings
Treasury stock, at cost, 67,000 shares

Total

$ 206,206

206,206

2,245,000

200,000
184,142

3,029,408
(485,600)

$5,379,156

S 135,445
47.834

183,279

1,060,000

200.000
184.142

2,912.586
(485600)

54,054.407
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OLCONDA MIMING CORPORATION

SCHEDULE OF CAPITAL STOCK IN
MINING COMPANIES. December 31, 1969

Capital stock of operating companies
located in the Coeur d'Alene Mining District:

Hecla Wining Company /affiliate!
Gulf Resources & Chemical, S1.30 Pfd.

Capital stock of companies owning property in
the Golconda Area of the Coeur d'Alene
Mining District (affiliates!:

Alice Silver-Lead Mining Company
Bell Mining Company
Black Bear Mines Company
Granada Lead Mines, Inc
Great Eastern Mining Company
Ivanhoe Mining Company, Ltd.
Mullan Metals, Inc.
Mullan Silver-Lead Company
Square Deal Mining & Milling Co., Ltd.
United Lead-Zinc Mines Company
Wallace Mining Company

Capital stock of other mining companies located
in the Coeur d'Alene Mining District

Capital stock of other mining companies:

American-South African Investment
Campbell Red Lake Mines
Dome Mines, Ltd.
Granduc Mines, Ltd.
La Luz Mines, Ltd.
Homestake Mining Company
Silver Eureka Corporation
President Brand Gold Mining Co.

Totals

:-!0 OF

•>«>! RES

691.900
1.500

1,000
1,000
1.000

48,000
2,000
2,200
5.700
2.000

APPRO*IMA TE

MARKET VALUE

520,065,100
26,625

401,942

27,500
17,250
47,125
510,000
21,500
36,850
10,121
26,500

523,001,400

cos r

53,836,959
7,737

835,625
203,000
880,371
755,442
100,000
358.000
426,512

1,241,756
997,459

1,413,354
254,025

52,178*
15,000*
11,014*
9,769*
5,000*
4,690*

13,983*
558,790
259,339
876,279

4,845*

52,178
15,000
11,014
9,769
5,000
4,690

13.983
80,104
69,552

210,291
4,845

241.607

49.435
24.775
53,307
253,677
27.250
68,184
13.104
42.438

55,095.399

Tne market value does not ourport to represent the amount .vn-en might tie realiied upon disposition of these assets.

Stated at cost, no Quoted market value. The Board of Oi'ecton ijs designated the stated value to be the fair value of tne •

securities.

Unrealized appreciation on investments

Aggregate purchase price of investments acquired during year

1969

$17,906,001

S 1,268,412
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Golconda Corporation appointed Mr. George B. Howell
Executive Vice President and Chief Executive Officer
during the third oua/ier of 1970. Mr. Howell is shown in-
specting one of Sastian-Slessing's newest food service
systems in The Wells Fargo Bank San Francisco Cor-
porate Headquarters.

HIGHLIGHTS OP 197O

• Golconda Corporation formed by merger of Golconda Mining
Corporation and. Astro Controls, Inc. (Bastian-Blessing and
Pioneer Astro Industrie*.)

• Capital structure strengthened by Golconda Mining holdings.
• Liquidity improved by retirement of 4 million dollars short-

term debt

• Sales reached record ol nearly 46 million dollars.

• Net income (before extraordinary items) affected by the 1970
recession totaled 17< per share, substantially all of which
was earned in the second half of 1970.

• Parts. Illinois, plant closed to stop operating losses, resulting in
about 1 million dollars one time extraordinary after tax loss.

• Operations were decentralized into profit center businesses.
• Computerized material control system developed lor RegO

Division.
• Pioneer Division strengthened market position by shifting pre-

dominant product mix from military to non-military components.
• First numerically-controlled Wledematlc Press installed to

improve productivity and lower costs at Bastian-Blessing food
service equipment plant at Grand Haven, Michigan.

• Golconda Mining and Hecla Mining finalized a joint mining
venture — Alice Consolidated Mines, Inc. — 54% owned by
Golconda.

CORPORATE MANAGEMENT

M. J. COEN
Chairman of the Board, President

ALBERT S KEPEN
Vice Chairman ol the Board

GEORGE B. HOWELL
Executive Vice President. Chiel Executive Oflicor

ALBERT w. THOMSON
First Vice President. Secretary

EDWIN B. WRIGHT
Treasurer

L. N. LUCAS
Vice President

J. M. STOGIN
Wee President—Legal ana Finance

EDWIN C. SWIATLO
Controller. Assistant Secretary and Assistant Treasurer

D. L. HESS
Assistant Secretary and Assistant Treasurer

WflAY FEATHERSTON6
Wee President

C. T JOHNSON -si£
Vice President. Sasliart-JMeMng Division

ROBERT P KEP6N *§*'
Vice President. Pioneer4iito MMrries Division

RICHARD S. SLOMA
Wee President. ffegO Division

CONTENTS

Operations and Financial Review 1 Golconda Mining
Division 4 RegO Division 6 Pioneer Astro Indus-
tries Division t Bastian-Blessing Division 10 Con-
solidated Balance Sheet 12 Consolidated Statement
ot Operations 14 Consolidated Statement of Stock-
holders' Eduity 19 Consolidated Statement of Source
and Application ol Funds II Statement ot Investments
17 Notes to Consolidated Financial Statements It
Auditors Reoort H

Golconda Corporation and Subsidiaries

FINANCIAL HIGHLIGHTS
For the Years Ended November 30. 1970 and 1969

1970 1969

SALES $45,864,833 $43,676,378

EARNINGS

Earning* before extraordinary Item*.

Extraordinary item*

Net Earnings

CASH FLOW

(Fund* derived from net earning*)

CASH DIVIDENDS

Preferred Stock

Common Stock

WORKING CAPITAL

STOCKHOLDERS' EQUITY

PER SHARE DATA

Earning* per Share*

Extraordinary Item* per Share*

Net Earning* (Loss) per Share*

Cash Flow per Share*

Working Capital per Share"

931,780

( 995,187)

1,509.743

280,251

( 63,407) 1,789,994

844,741 2.798.785

455,394

283.190

242.300

455.451

738.584 697,751

17,581,532 14.979,842

21,392,911 22.373.662

$ .17

( .36)

( .19)

.30

5.08

6.18

S .38

.10

.48~

1.03

4 -.1

Stockholder*' Equity per Share'*
• Par thara amounla in baud on ID* walghtad avaraga numot< ol co«"" •'

tharat outstanding during UM yaar altar daducllng from aammgi •*• •" •
and nat timings pai »han» MM prafarrad dltldand raquirsmanit. |W« •»• ;°
lo financial tutamants)

• Par ihara amounta ara baaad on tna total ot tna common (Karat •>« to—"W
tquutltnt aharaa outstanding aa ot Netambar 30, 1970.
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OPERATIONS AND FINANCIAL REVIEW

;=QR OUR SHAREHOLDERS

To Our Shareholders:

Sere-re' -3. -gro. .-.-as 1970 5 -cs:
-•:-• ;.-:a-: evert.

BOTH PARTNERS GAIN
BY MERGER

PCa M:ning Corporation has
hcicings cf valuable m.r.i-g equities.
as -.veil as ownership of 2.500 acres of
uncevelocec mmerai properties in
!he rich, silver bearing Coeur d'Alene
district of Idaho. The market value of
these nclclings.after applicable taxes.
is acout four collars per share and.
.vnen applied to the former Astro
Controls balance sheet, has improved
the debt to equity ratio from about
70°'o 'or Astro to <10% for Golccnda.

From the Astro Controls side of the
merger came the advantages of
cominar.t positions m two maior
markets The Baslian-Blessmg Division
.3 T.e humoer one procucer of stainless
s;eei ;oca service equipment, and the
3ecO QivSion noias tr.e number one
~.ar.«et cession in liquefied petroleum
:as recitation.

~-:c--: ;.~.3::y. :-= - :-"eer Asi.'o
'.'c-.s'.r es Div 3 :••". "as an .rte'raticrai
•e:^:a: :- ::' ::cse :c:erance ~anu-
'ac:--'-"-? of aerospace componen;s
;r.-.~' ;.:i';-Jj;-;c-.T3C."iir.e materials. Fcr
exarrp.e. ceryiiium corr.ccnents ror
:re Accno moon fiignt capsules were
mace by Picneer.

The ;cng.!e'~ customer acceptance of
our procucts in these civerse markets
pcmts -o promise of increased future
earnings for the new Company.

LIQUIDITY IMPROVES
The Company s liquidity position was
greatly strengthened during the year by
retiring 'our million collars in short-term
borrowings at a rate of 9°'o with the
proceecs from ;he issuance of 7% long-
term suooramatea convertible deben-
tures. In aaaition to retiring this short-
term ceot. another one million dollars m
7c/osuborcinated notes were liquiaated.
The net effect on iiquicity was an
increase from 2.4 to 3.5 in the ratio of
current assets to current liabilities.

LATENT POTENTIAL
IN THE SILVER MARKET
Further earnings and capital gams
pcssioiiities for Golconoa stem from its
ownership cf aoout 700.000 shares of

DEBT TO EQUITY RATIO

ASTRO CONTROLS
BEFORE MERGER

LIQUIDITY
Current Assets
to Current Liabilities

GOLCONDA
CORPORATION

AFTER MERGER
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5H ACJEi-OLDEPS =3 E =3 C =3 T

-: .er :.-:c'jcer r- :-.e u-i:ec S;a;es.
C" '•-':•. ?~;er -0. ' 570. ;'re U. S.
3over.~~e.~t s;cccec a icrg-siar.cirg
c-ac: :e c: se ir- 5-v-r ;'o~ .:s ai.~cs;
cec e:.5c 5;ocK~.-;!e. :r,erec:y ceasing
s.i.er or ces to seex "'ree' market
co.-.c-'.:c-s. S-.r,ce :~.cus:r;al ccnsump-
i'cr. of s:iver alone exceecs the cresent
crccucnon. ;ne iong-rance cr'ce
'••recast :cr silver oners sor~e

g pcssioilities.

MAJOR MARKETS REMAIN STRONG
Sales anc "e-.v orders -ece'vec were
a mgniight of 1 970. wth both the
Bastian-Blessing food service equip-
ment division and RegO compressed
gas 'eguiation division setting sales
•/ciiii"ne records. Not jriy coes
Golccrda have a ccm^ar.; cosition in
;r-.ese rnarkets. but both markets main-
:air-.ed their strength throughout most of
' 970. running counter to !he recession.
However. Pioneer Astro industries was
hit severely by the drop in military

FREE WORLD SILVER MARKET TREND
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I UNKNOWN
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I RESERVES

66 67 69 70 FUTURE

sc-encing. and part-cuiariy :rs car.cei-
'a::cn :-f :re U. S Arrr.y Ordnance
Cheyenne Heiicccier contract

OPERATING EARNINGS
RISE IN SECOND HALF

Although earnings for the year, at 17C
per share, were seriously affected ty
the general economic recession of
1970. the. second half of the year did
produce substantially all of the earnings
for the year. Rigorous cost reduction
efforts at Pioneer Astro Industries of fset
substantially all of a 5227.000 loss
experienced during the first half of
1970. and at RegO. both improved
shipments and tight expense control
during the second half of 1970
contributed to a 60% improvement in
earnings over the first half.

A LOSER IS DROPPED
After experiencing continuing operating
losses over the past several years. :"-e
plant at Paris. Illinois, was c'osec at
the end of July, in accordance «itn
information given to shareholders in
the June 30,1970. proxy statement,
in order to avoid future losses ircm
this operation.

MANAGEMENT STRENGTHENED
During 1970. these organization and
key management moves were mace.
both to strengthen the Cpmpany s aoii ity
to improve earnings from operations
and to provide a base for future growth-
• The Golconda Mining and Astro

Controls merger afforded an
opportunity to add men of broac
backgrounds to the Board of
Directors of Golconda Corporation.

• Recognizing the diverse nature of
Golconda's businesses, the Divisions
were completely decentralized, with
profit accountability placed v/un a
corporate vice president and genera:
manager of each business.
Administrative and financial controls
remain at the corporate level.

• Mr. George B. Howell. a seasoneo
businessman with a proven gere ra-
management performance recorc.
was engaged as Executive Vice P'e; •
oent and Chief Executive Officer
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OUTLOOK FOR 1971 IMPROVES
""= :-::cc< :'cr 1971 s ;'or a mcceraieiy
..""p.'G.'cC economic ciirr,a;e in
3acc.-ca 5 ~a]Cr markets. The one
:ar;e irrconceracle is ;ne iuiure extent
c- ;r,e cosi-pnce scueeze causea by
continuing uncontroiiea inflation. On
oaiance. no'.vever. SL-cstantiai earnings
:-ncrcvemer.t is proiectea for 1971
:hrc'jgn :ncreasea sales, aggressive
cos: :ecuc::on anc .-noderate price

' .0 ICC =.-a-?s o' '.-e ::~ca^y 3
c--T:5 r 'ec 3:cc/.. Acpr - :< - —= ;e;y 27 TOO
5" = :9S ~3' -e 3:r5acy Geen 0'j.'C"3SSC
.3:".g c.-cceecs :-cm ;:~e sale of
:"ves:~5f.;3 '.vr^cn v/ere not caying
cas.~. ;:vcsncs.

!r, ar.^e measure. :he strength o! the
C;moany :s :r, the cedicaied ccmpe-
!er.ce o; employees who cesign. make
arc marker its croducis an^ manage its
resources. We sincerely appreciate
your continuing ef for ts on behalf
or Goiconca.

OUR THANKS TO SHAREHOLDERS
AND EMPLOYEES
To me many snarehciders wno make
Goiconca possible by providing capital.
we thank you for your confidence and
assure you that your investment will be
managec with initiative throughout
1971 . For example, since the end of
:iscal 1970. -he Company has cleared

•'chairman of tha Board. Prtaidant

idtnl. Chi«( Ei(Cully* Otlleir

10

1970
PER SHARE
EARNINGS

I
2<
FIRST
HALF

SECOND
HALF

1966 1987 1870
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GOLCaNDA
MINING
DIVISION

COEUR D'ALENE MINING DISTRICT
— STRONGHOLD FOR SILVER
":-•= Ccevjr z A er-.e w-.ru-- D:s;ra. one
-J re v/c.-ic 3 -^aior Tvrhr.c carets
arc .TI recent years the scurcs of 50%
:; U. S. silver orccucticr.. ;s situated
ir. northern Icano. Goiccnda Mining,
'our.ceo :n 1927 is a rr.:r,ir,g company
'-•eadquarterec r. Wallace. Idaho, in ;he
r.eart of the Coeur c'Aiene District,
wiih important holdings in this v/or!a
famous mining district. Golconaa.
m addition to its own mining properties,
has capital stock interests m 26 mining
companies, most of which have
property in the Coeur d'Alene District.

Goiconda owns 11 % of the outstanding
capital stock of Hecla Mining Company,
presently the largest ccmestic croducer
of silver with 16% of the market.
Hecla's silver production was in excess
Of six million ounces during 1970.
Hecla's other mining activities include
a major develooment program to bring
the Lakeshore ccpper property near
Casa Grande. Arizona. :n;c oroduction.
It also has a substantial capital stock
interest in the Granouc copper property
near Stewart, British Columbia, which
will be brought into production
during 1971.

ALICE CONSOLIDATED VENTURE
— UNTAPPED FUTURE POTENTIAL
Important among Golconaa's mining
holdings is its 54% ownership of Alice
Consolidated Mines. Inc. This company
owns 1,109 acres of contiguous mining

prccenv V.TIC"- ••/;•! ce-3x0 ' : ' rC.
commenc:~g .n '.•??;. ..r.cer a~ :ce r3:-
:ng 'ease ac.-eerr.er.: .v:;r ,-et =
Mining Company

U.S. TREASURY SILVER
DEPLETED IN 1970
Significant deveiccrr,en.:s ••" :9~0
mcicate a more favcrab-e ;--;-;er~
price :cr silver producers. Ccr-.su~:;:c-
of silver m the Uniteo 5;a:es cv^c
recent years has exceecec pew
production by over 100 million ounces
per year. During the last '.en years,
industrial consumption of free wcric
silver was in excess of three billion
ounces. New free world production
provided slightly more than two oiiiicn
ounces, which left a ceficit of acout
840 million ounces. The gap between
production and consumption was
largely provided from U. S. Goverr.rr.er--;
supplies, which in 1959 totalled m
excess of 2.1 billion ounces. The
U. S. Treasury officiary discontinued
sales of government silver on November
10, 1970. The elimination of this major
source of silver will very procaoiy
affect the price of silver during :ne
Seventies.An improvement in the c-.e
of silver could provide a more 'avc-'sc''?
climate for the exploration of other
property interests held by Goicor.^e

PRIVATE MINTS — A NEW
GROWTH MARKET FOR SILVER
Traditionally, markets for silver have
included electronics, space anc
defense projects, along with the -^7-5
commonly known uses in si lverware s--3
jewelry. Although the largest cc -s :_~a-
tion of silver at the present time .s '~r
film used in the photographic mcos;.-/
the possibility exists that a new mc-sw
private mints, will soon consurre
as much or more silver than me
photographic industry. Recently "?
market has increased substanna -,
for collector items of limited issue
Additionally, legislation was aoc':. j :
in 1970 providing for the mmtinc :•
150 million Eisenhower dollars
containing 40% silver.

The outlook for increased grc/." •: •
widening use of silver has inte-e^' :
possibilities. With the Goiconda v :
Division's important holdings • • :
companies and major expiora' ' •
development programs, the ' • - ' . . • • •
can be viewed with condce1":-
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's drjersil:ed holdings
oe T,aior deveiooment programs.

Oiggest use is in photcgracrvc ';/-'"

s -.er /s '*sed in/et engine scpi>ca: ;-s Termination of government stiver ss-a .;
•or more Silver wn--' .':" :
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DIVISION

OPERATING ON A
BROAD USER BASE
<V!-.erever >OL rr.igr.! ';;- :„;; - =
•:~5~c=3 5'e >CL .v:i: see ?- ?.cci:ca''~r.
::r RecO CiviS On 3 •.•a'vrS = ro

'ec.:£:-:-5 — ;- ;;.;race 'a.-KS serving
-c"~es arc o:2-:s :•-. ::si-s a.~c I.-UCK
"H'sccr.ers. n. i a. '"!"... -g: .r •.ve'C'-g;
ana 35 ca r : :;' 5e:;-"2n:a."ec creathirg
5 d'j.c !""?.-: ji-rC veer -.va'er ;r 'or : ire-
~i6n 3 anc ~:.~.ers 'esc1-? so'j^T'.

Cunng 1370. ;-.e c-rcac ::r,^ of RegO
orccucis •/, -is ;ceo:J:ea ar.c enchased
oy -"^cs; o: ••= A C - - s : = roes; -etaii.
agnc-j.Vjra: arc ..-.cus;r:3! -r-r-.s This
crcac 'jser case n- s i ac^e ~arKets has
s.cni'icar.t growth ooien!:al and
i-ciuoes ;re excancmg ccearograpny
recreation ana .nternationai markets.

NUMBER ONE IN LIQUEFIED
PETROLEUM GAS REGULATION
RegO liquefied petroleum gas valves
and regulators have, tor years.
continuously held :ne numcer one
market position :n sales, due to
engineered product reliability — known
and accepted world-wide. RegO

3rO C-y ''ji'Bi 3"C ."P00:-'r ~"~". = S "2! ""•
.•-:ce AISO-.viceiy -sec 3^ RecO
Cjr-.cressec gas -/aives -rcu^i- 's
and oxyacetyiene weioiro and c'-iii'--^
;orcr.es. In adaiiicn. ;he Division
strengthened its position ;c increase
vc-iume for its ime of comcresseo ai'
inters, regulators and lubricators :_;3eo
cy the fluid cower industry RegO
serves the nation's largest custom's
in all .-naior consumer areas of
pressurized or liquid gas transoc r -a;:o-
storage and use. These customers
provide products used in volume :•/
people in their homes, sucn as "ooare
service for heating and cccKing -;rr.?
welding kits, and for many recrea;:orv=
uses including underwater breain-.ng
regulators for Scuba diving

BASE ESTABLISHED
FOR COST REDUCTIONS AND
IMPROVED CUSTOMER SERVICE
During the second half of 1970.
emphasis was placed on tightening
factory cost controls and improving cus-
tomer services. Also, a broader lorg-
range base for reducing product cos:
was estaoiished through a value
Analysis Program. Purchasi"o :•:' : ?s
involving marketing, engineer-': ;• -
factory ooerations are expecrec -:
result m cost savings of over = • ?.'
million dollars qurmg the oo~:": . - ' -v
A newly-developed computer;:-;
materials control system si-ex ?. "•
bring aoditional results 5y • — :•: - :
inventory management arc: c . - ' • • •
services

Initial short-range action o~ :-•?:-
programs enabled RegO 10-?3 :-• -
15% increase in sales arc a - . •
greater increase in earnings :./ • • • •?
second half as comparec :o • - •? ' '
half of 1970.
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oroduas 3rs used -.vo''tf- .vce -o- 35:9
sure Horace o/cc~c"es3rS 53ses

Anrtydrous smrr.or.ia >s 3r.otr~.er
volume market tor WeaO /-i-'ves

1970 REGO PRODUCTS

AND MARKETS

Home Cooking
Water Heating
Space Heating

Transportation Fuel
Agricultural Crop

Fertilizing
Storage Depots

Home Welding Kits
Scuba Diving Gear

Mobile Homes

Industrial Plants

International
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ASTPO IPJOUSTRIES DIVISION

DIVERSIFIED PRECISION
COMPONENTS PRODUCTION
AoollO moon prccrarr. Seeing 747
jet a i rc ra f t . a:c~c cowered surface
snips . . . compeers. Tnese a.'e but a
tew of the diverse 5poi;ca:;c~s for
highly precise machined ~e:al
components from :he Pioneer Astro
Industries Division

Pioneer Astro engineers anc rraru-
factures precision anc ui tracrs -on
components ana assemblies ;

government contracts — both •• :ary
and ncn-military — as well as :. -i wide
variety of industrial and comrr.. cial
products, in addition, the 0;vi3ion's
considerable engineering anc manu-
facturing talents are used 10 cesign and
build custom machinery, tools and dies.

The Pioneer Astro Inaustnes Division
operates a modern plant in Chicago
with the 'atest equipment for manufac-
turing and cuality control, including
a wide range of numerically-controlled
machining centers. A hich degree of
engineering capabilities and technolog-
ical skills is found among Pioneer
Astro's cesign and manufacturing
personnel.

A TURN-AROUND AFTER MID-YEAR
Cutbacks in federal government
spending during 1970 had extremely
adverse effects on the aerospace-

industry. Pioneer Astro feit these actions
on a croati front, cut nest severely
with the cancellation of re U. S. Ar-ny
Ordnance contract for components
on the Cheyenne Helicopter The result
was an operating loss for the f i rs t
six months of the year
During 1970, the efforts of the Pioneer
Astro sales force were focused on
securing non-military busif = ;3 to c-;'5e'.
the loss Of military ccntrac •. ;-rK T-. 3
act'.cn. plus cost recucticr : ":grarr3
leading to higher efficiencies, resale;
m considerable success. By year ere.
the operating loss had been aimcst
completely eliminated.

A CHANGING PRODUCT MIX
The following significant projects in
1970 reveal an increase m high
precision hardware for non-military
applications:
• Hydraulic assemblies for aileron con-

trols in 747 commercial jet aircraft.

• Beginning of long-range program for
manufacture of major components
for computer peripheral equicrren;.

• Components of sophisticated metals,
such as beryllium, for Apollo Moon
Flight Capsules and satellite
programs.

• Main accessory gearbox'or jet
engines powering the new DC-iO
superjet.

With the several large orders received
near year end and continuing aggres-
sive cost control and marketing efforts.
Pioneer Astro is confident of extending
in 1971 the favorable results achieved
during the last half of 1970

Golc - CDA dm - 0356



COMPARISON OF MILITARY
VS. NON-MILITARY SALES

iMcr.-Militarv

75=1'

25%

'66 67 '68 '69 70

Final insoection o' rrain accsssc.-/
geardox in iet engines lor DC- ;0 aircrsn

Hign-ofcducnon
ouiit !0' r-3ior ;." C9 eou;cme.i( comoany. 000364

Ultra-clean
atomic comoonents are asse<~: ••• •

•- -r.f}
- - • • o
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BASTIAN-BLESSIfNJG DIVISION

A RECORD SALES VOLUME
SET IN 1970
T"e '"cod service tusiress is one
~arket -h3' reT, = :"s strc rg m cracticaliy
ail eccnorrc -rrnes. anc :n 1970.
Bas;;an-3iessipc set a volume sales
'6C3rd serving :nis industry.
3astian-3lessirg is the oest recognized
name in the industry ana the nation's
number one producer c-f stainless steel
food service ecuicment. Wherever
people eat out. from the finest restau-
rants to the most famous nationwide
drive-in chains. Bastian-Blessmg type
food service equipment is involved in
the preparation or serving of the food.
Utilizing a nationwide distributor
network and National Account offices.
Bastian-Blessmg offers a wide range of
modular equipment, food service
systems and concepts for off ice
buildings, schools, institutions and
in-plant feeding, which are known for
their built-in quality extras. The sales
success rise of 1970 stayed well ahead
of the continued growth of the
43-billion-dollar eating-out market,
the nation's fourth biggest industry.

PROFIT CENTER CREATED
IN GRAND HAVEN MOVES
Consolidation of the Bastian-Blessing
Division was accompiished in 1970 with
the centralization of all accounting,
sales, design and customer services
departments into the expanded 315.000
square foot manufacturing complex
located on 18 acres in Grand Haven,
Michigan. The move involved the
addition of new warehousing space.
new office space, and investments of
over $300,000 for automated machinery,
tools and dies.

10 LS 000365

The numerically-controlled W;9derra::c
Turret Punch Press utilizes its own
tape controlled computer system io
plan and punch comotex fabricates
pans in minutes. This investment in
numerically-controlled macmr.ery
has improved product cuaiiiy. reaucec
lead times and aiicwec for more eco-
nomical and shorter production runs.

INCREASED EMPHASIS
IN 1970 ON MULTI-UNIT
CUSTOM SYSTEMS
Sold throughout the world, Bastian-
^lessmg's multi-unit food service
. -stems are specified increasingly by
:-e largest, best knowncompany-owrea
and franchised fast-food operations.
This type of equipment is custom bunt
to fit the individual customer's style of
operations. Standard modular units
making up complete systems are
produced for snack bars, cafeterias.
and kitchens m the lunch and
restaurant facilities of the world's
leading chain operators. These con-
tinuing customers include most of !he
large national and regional variety and
department stores, food chains,
airlines, and drug stores.

FIRMLY ESTABLISHED WITH
CONTINUING CUSTOMER LOYALTY
Bastian-~iessing is famous for its
progres: /e growth during the past 5:*
decace •. • the ice cream '•--L.-st'y
Todsy '- : Division is a rec, ?.r ::.c; ?r
of mcuerr. -r.ulti-unit servic; systems
for leading customers operating c<?
cream chains throughout the (J~,<°'~.
States. Bastian-Blessing eouiprre--' -5

utilized for Army and Air Force
Exchanges as well. Easily recog- :•="
registered trade names like Me:e-' -
Flomatic. Selector. Vapormatic *-1
Fast-Sen/ appear everywhere '-••,:-
our Research & Development c-~: j-
ment, new products are contin.,5 .
being introduced to our custc"-1?' •• •
reduce their labor and food ccs - -
Bastian-Blessing's full design c.v •-
ities produced new customers r
and new marketing areas fo r ' . - • - •
development in the Seventies ^~-^
enthusiastic and experienced c* :
Bastian-Blessing are confide:—•
1970 sales record, the profit :? - • • •
concept of operation at Grarc - • • •
and the improvements in mar-_'•; •
capabilities are just the beg'"" - :
series of progressive steps'A- -••
enhance the Division s gro.-." •
the Seventies.
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SIX YEAR SALES TREND

86 60 87 68

LS 000366.:s ,n :970 .-."c/
comoutenzed taoe controlled turret ouncn o

'.~.v .vesi Coas( installation typifies Bastian-Blessing s wide range ot custom
•ccd service systems tor office ouiidings. banks and recreation centers.

*<tchen eauioment is sold tnrougn a nat'o-.-.-'C? - '
'.ig mdeoendent.lranchised or cnam ooerateg '~~ ~.
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Golconda Corporation and Subsidiaries

November 30, 1970 and 1969

ASSETS

CURRENT ASSETS

Cash

Marketable securities — at cost plus accrued interest,
which approximates market

Notes and accounts receivable, less allowance for uncollectible
receivables of $53,000 in 1970 and $49,900 in 1969

Inventories — at the lower of cost
(determined by the first-in, first-out method) or market

Prepaid expenses and sundry deposits

Total current assets

INVESTMENTS —AT COST (approximate market value,
$19,824,995 in 1970 and $23,001,400 in 1969) (note 2)

PROPERTY, PLANT AND EQUIPMENT—AT COST (note 3)
Buildings and improvements

Machinery, equipment and tools

Office furniture and fixtures

Less accumulated depreciation and amortization

Land and mining properties, less accumulated amortization,
depletion and depreciation of $631,173

OTHER ASSETS

Excess of cost over underlying equity of net assets acquired
(not subject to amortization)

Notes receivable, less current portion of $413,678

Deferred debt expense—net of amortization

Cash surrender v*fct»of life insurance

Sundry V. ..

1970

$ 1.583.454

1.061.310

8.883,940

12,914.944

140.957

24,584,605

4,925.848

1969

5.372,939

645,087

6,013.026

4.374,476

1,081.322

852,867

256,189

153.551

6.718.405

$42.246.884

$ 1.654,611

450,000

7,271,253

15,791,664

95,997

25,263,525

5.095,399

3.397.315

9.454,529

624.930

13.476.774

8.103.835

4,198,300

9,974,306

553,749

14,726.355

8,224,291

6,502,064

'05,641

-,207,705

4,374,476

264.583

218.141

245,721

5,102.921

$42.669.550

12
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LIABILITIES

CURRENT LIABILITIES

Current maturities of long-term debt

Notes payable
Bank (note 2)

Other

Accounts payable

Dividends payable

Income taxes

Accrued liabilities

Total current liabilities

1970

$ 602.936

2.330.000

2.392.848

210.031

191.017

1.276.241

7.003.073

1969

6.245,000

175,000

2,438.637

45,620

241.855

1.137.571

10,283,683

LONG-TERM DEBT (note 4) 13,320,533 9.526.654

DEFERRED LIABILITIES 530,367 485,551

COMMITMENTS AND CONTINGENCIES (note 5)

STOCKHOLDERS' EQUITY (notes 6. 7 and 8)

Capital

Preferred

Common

Additional contributed capital

Retained earnings

Less treasury stock — at cost

The accompanying notes are an integral part of this statement.

449,856

769.217

6,532,185

14.127.253

21,878.511

485.600

21,392.911

$42.246,884

LS 000368

468,445

747,628

6.713.945

14.929.244

22,859.262

485.600

22,373.662

$42.669.550

13
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GOLCONDA CORPORATION AND SUBSIDIARIES

FOR THE YEARS ENDED NOVEMBER 30, 1970 AND 1969

Net sales

Cost of goods sold

Gross profit

1970

$45.864.833

35.498,737

10.366,096

1969

$43,676,378

33,825.575

9,850,803

Selling, general and administrative expenses

Operating profit from manufacturing operations

7.613.342

2.752,754

6,572,273

3,278,530

Investment revenues — net (note 2)

Operating profit

22.015

2,774,769

348,782

3,627312

Other income (deductions)
Interest expense

Sundry — net

Earnings before income taxes and extraordinary items

(1,158,292)

150,303

(1,007,989)

1,766,780

(1,150.958)

317.389

( 833.569)

2,793,743

Income taxes (principally Federal)

Earnings before extraordinary items

835,000

931,780

1,284,000

1,509,743

Extraordinary items, net of applicable taxes (note 9)

NET EARNINGS (LOSS)

( 995,187)

$( 63,407)

280,251

S 1,789,994

Earnings (loss) per common share (note 10)

Earnings before •rtraordinary items

Extraordinary itoo*.

Net earnings (toss)

S .17

(.36)

$(-19)

$ 38

.10

$ 48

14

The accompanying notes are an integral part of this statement
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GOLCONDA CORPORATION AND SUBSIDIARIES

FOR THE YEAR ENDED NOVEMBER 30, 1970

Balance at beginning of period
(note 1)

Golconda Corporation

Astro Controls, Inc.

Balance at beginning o( period,
as restated

Preferred
stock

$ —

468.445

468,445

Common
stock

$200,000

547,628

Additional
contributed

capital

$ 184,142

6,529,803

Retained
earnings

Treasury
stock Total

$ 3,029,408 $(485,600) $ 2.927,950

11,899.836 — 19.445,712

747,628 6,713,945 14,929,244 (485,600) 22,373,662

Conversion of 18,589 shares of
preferred stock into
common stock during the
year on a one-for-one
basis (prior to merger) (18,589) 18.589

Conversion of 7% convertible
debentures into 3,000
shares of common stock 3,000 45,000 48,000

Costs relating to merger — — (226.760) — ' ' — (226.760):

449,856 769,217 6,532,185 14,929,244 (485,600) 22,194,902

Net loss for the period (includes
net investment loss of
$213,927 and net realized
gain on sale of investments
of $235,942) ( 63.407) ( 63,407)..-

Cash dividends paid or payable
Common stock

June 15, 1970
($.06 per shan)

December 16,1970
($.06 per share)

Preferred stock
($1.00 per share)

Balance at end of period

(115,980)

(167.210)

(283.190)

(455.394)

(738.584)

$449,856 $769.217 $6.532,"l85 $14,127,253 $(485,600) $21.392.911

(115,980) —

(167.210) —

(283.190) —

(455,394) —

(738,584) —

The accompanying notes are an integral part of this statement.

LS 000370
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GOLCONDA CORPORATION AND SUBSIDIARIES

- r

1

FOR THE YEARS ENDED NOVEMBER 30, 1970 AND 1969

1970 1969
SOURCE OP FUNDS

From operations

Net earnings (loss)

Provision for depreciation and amortization

Provision for deferred expenses

$( 63.407)

867.949

4Q.199

844,741

$1,789,994

921,673

87,118

2,798,785

Increase in long-term debt—net

Cost of investments sold

Disposition of property, plant and equipment at
Paris, Illinois, division

Sundry

Total source of funds

4.396.815

226,115

1.022,372

82,013

6.572,056

154,249

48,587

3,001.621

APPLICATION OF FUNDS

Long-term debt currently due

Registration and financing costs

Increase in cash surrender value of life insurance

Costs relating to mergers

Cash dividends declared

Net additions to property, plant and equipment

Investment in stock of mining companies

Long-term portion of notes receivable

Total application of funds

602,936

582.074

38.048

226,760

738.584

700.642

1,081.322

3.970,366

4,175.000

92.936

41,007

52,711

697,751

853,734

1,230,102

7,143,241

INCREASE (DECREASE) IN WORKING CAPITAL

The accompanying notes are an integral part o> :n.» statement.

$2.601.690 $(4,141.620)

16
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GOLCONDA CORPORATION AND SUBSIDIARIES

NOVEMBER 30, 197Q

Capital stock of operating company located in the Coeur d'Alene
Mining District

Hecla Mining Company (affiliate) (note 2)

Capital stock of companies owning property in the Golconda Area
of the Coeur d'Alene Mining District (affiliates)

Alice Consolidated Mines, Inc. (note 2)

Bell Mining Company

Black Bear Mines Company

Granada Lead Mines, Inc.

Great Eastern Mining Company

Ivanhoe Mining Company, Ltd.

Mullan Metals, Inc.

Square Deal Mining & Milling Co., Ltd.

Wallace Mining Company

Capital stock of other mining companies located in the
Coeur d'Alene Mining District

Capital stock of other mining companies

Granduc Mines, Ltd.

La Luz Mines, Ltd.

Homestake Mining Company

Silver Eureka Corporation

Shares

696,488

48,000

2,000

800

5,700

Approximate
market value

S16.367.468

Cost

235,158

326.400

12,500

20,900

3,990

$3.832.001

4.308.020

203,000

880,371

755,442

100,000

358,000

426,512

997.459

254,025

2.584.812

15,000'

11,014*

9,769*

5,000'

4,690'

13,983*

209.466

4,845*

399.137

15,000

11,014

9,769

5,000

4,690

13,983

69,552

4,845

$19,824,995

241,607

253,677

27,250

25,219

13,104

$4.925.848

NOTE
The approximate market value does not purport to represent the amount which might be realized upon disposition
of these assets.

* Stated at cost, no quoted market value. The Board of Directors has designated the stated value to be the fair value
of the related securities.

1970 1969

Unrealized appreciation on investments, net of estimated Federal income taxes of
$4,500.000 and $5,400,000, respectively $10,399.147

Aggregate purchase price of investments acquired during the period $ —

The accompanying notes are an integral part of this statement.

$12.506.001

$ 1.230.102

LS 000372
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GOLCONDA CORPORATION AND SUBSIDIARIES

NOVEMBER 30,

Note 1 -
PRINCIPLES OF CONSOLIDATION
The consolidated financial statements include the accounts of
Golconda Corporation, formerly Golconda Mining Corporation,
and its wholly-owned subsidiaries. Effective September 15,
1970. the Company acquired all of the outstanding stock of
Astro Controls. Inc.. and has accounted for the transaction on
a pooling-ol-interests basis.
The Company, which previously reported on a calendar year.
adopted a November 30 fiscal year-end. Accordingly, the state-
ment of operations includes the results of operations of Gol-
conda Corporation for the eleven months ended November 30,
1970. combined with those of Astro Controls, Inc. for the twelve
months then ended. Operations of Golconda Corporation for
the month of December 1969 excluded from the statement of
operations were insignificant. Financial statements for 1969
were combined for the two companies on the basis of their
respective year-ends.

Note 2
INVESTMENTS
At November 30. 1970. 594,850 shares of Hecla Mining Com-
pany stock were pledged as collateral under notes payable to
banks. Subsequently, the number of shares pledged has been
reduced to 344.850. During the year, the Company entered into
an agreement with the Hecla Mining Company which restricts
the sale of Hecla stock to certain amounts during a period
ending August 15, 1972.
Investment revenues are comprls«d as follows:
Net investment income (loss) 1970 1968

income — principally dividends $ 129,139 $490,824
Expenses — including interest of

$1 98.206 and $73.675 respectively (a) 343.066 180.352
(213,927) 310,472

Net realized gain on investments
Aggregate sales price 462,067 44.626
Cost 226.115 10.316

235.942 36.310
INVESTMENT REVENUES— NET $ 22.015 $348.782

(a) During 1970. the Company, for financial reporting purpose*
only, expensed interest on certain debt in the amount of
S108.389. In 1969, interest on this debt in the) amount of
S75.000 was capitalized as cost of Investments

Alice Consolidated Mines, Inc. own* 1,109 acre* of mining
properties. Hecla Mining Company and Alice Consolidated
Mines. Inc. are engaged in an exploration and development
program to be conducted by Hecla on this property. The Com-
pany has a 20 percent participation in the pre production costs
for the exploration and development program. Ttje Company's
expenditures are expected ttt.aaaount to $500,060 over a five
year period, commencingttd>Bi.Tne Company will receive
20 percent of the net proM^HjM» until such pre-production
costs nave been recoveree^^KVlavcent thereafter.

18

Note 3
PROPERTY, PLANT AND 1
Property, plant and equipment•>• suited at cost, less accumu-
lated depreciation and amortization. Depreciation and amorti-
zation of S867.949 in 1970 anrf S921.673 in 196», computed
primarily on the straight-line method, are provided for in
amounts sufficient to relate the cost of depreciable assets to
operations over their estimated service lives.

Note 4
LONG-TERM DEBT
Long-term debt at November 30, 1970 is comprised of the
following:

Note payable to bank at an interest rate of Vi%
above the prime rate, principal payments of
$100 000 due quarterly, beginning May 1, 1971,
final payment due August 1. 1975 $ 2,000,000

7% subordinated notes to insurance companies
payable in semi-annual sinking fund payments
of $250.000. commencing July 15. 1971, final
payment due January 15. 1979 4,000,000

7% convertible subordinated debentures due
January 1, 1990 4,952.000

10% first mortgage note payable In monthly in-
stallments of $28,975 including interest, final
payment due April 1, 1990 2,971 469

Less current maturities
13,923.469

602.936
SI 3.320.533

The 7% subordinated notes to insurance companies and the
7% convertible subordinated debenture agreements contain
certain covenants, the most restrictive of which provide, among
other things, that the Company:

Will maintain consolidated networking capital of $10.000.000
and consolidated net worth, as defined, of $10.000.000. At
November 30, 1970. consolidated net working capital and
consolidated net worth, as denned, were $17,366,776 and
$15,594,318. respecttvety.
Will not pay cash dividends or acquire for cash any shares of
its stock In excess of 50% of cumulative consolidated net
income, as defined, after December 31, 1966. At November
30. 1970, retained earnings In Ihe amount of $156,093 were
free of such restriction*. The current annual cash dividend
requirement on the cumulative convertible preferred stock
outstanding Is $449.856. No dividends were in arrears at
November 30, 1970.
Will not Incur unsecured bank Indebtedness due within one
year in excess of $3,000,000 and for a period of 60 consecu-
tive days during each calendar year, the Company shall net
have any such unsecured Indebtedness outstanding.
Will not Incur secured Indebtedness In excess of $2.000.000.
Will not Incur otrlkjeHons under long-term leases, as defined,
in excess of $150,000 per yew. The current annual obligation
under such leases is $130,000.
All covenants were either complied wtth or expressly waived.

In connection wtth loan agreements, the) Company has issued
warrants entitling the holder* thereof to purchase, at prices
from $14.St to $20.00.up to 410482 snares of the Company's
common stock. These warrants, expire at various dates through
January IS. 1979.
The trust Indenture underlying the convertible subordinated
debentures provides, among other things, that the debentures
are redeemable at the Company's option at prices ranging from
107% In 1970 to 100% In 1984; that annual sinking fund pay-
ments of $325,000 are required beginning in 1976; that the
Company has an option to make additional annual payments of
$325.000 beginning In 197S and, that the debentures are con-
vertible into shares of common stock st a conversion price of
$10.67 per share (subject to antidilutton provisions).

Note S
COMMITMENTS AND CONTINGENT LIABILITIES
Federal income tax returns of the Company (formerly Golconda
Mining Corporation) for the years 1962 through 1966 were
examined by the Internal Revenue Service and an additional
tax of $276.571 was proposed. A petition wss filed with the Tax
Court and the hearing was concluded during the year, however
no decision has been rendered. It Is the opinion of counsel that
there is no deficiency owed by the Company. In addition, the
Company's (formerly Golconda Mining Corporation) Federal
income tax returns for the years 1967 through 1969 were
examined and the Internal Revenue Service proposed tax
deficiencies amounting to $70,170. The ultimate liability, if
any. for such deficiencies, is presently undeterminable.

Note 6
EMPLOYEE BENEFIT PLANS
The Company has various benefit plane, including pensions,
profit sharing and executive Incentive compensation plans
covering a substantial portion of its employees. Provisions tor
these plans for the fiscal yesr ended November 30. 1970 ap-
proximated $640.884. The pension plan Is lor substantially all
salaried employees and full-time hourly rated employees of
two divisions. Unfunded past service costs are being funded
on a thirty-year basis; current costs are being funded as ac-
crued. The actuarially computed value of vested benefits 'o>
all plans as of November 30, 1969 (the most recent
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valuation date) exceeded the total of the pension funds by
S3.300.000. The charges to operations for the cost of the pen-
sion clans for tne years ended November 30. 1970 and 1969
were SS13.969 and S501.882. respectively.
The consolidated statement of operations includes employees'
discretionary Bonuses m the amount met of taxes) of S138.000
or $.05 per snare, which were paid in April. 1970. Employees'
discretionary bonuses were not paid in 1969. This bonus plan
has been discontinued and no further payments are required.

Note 7
STOCK OPTION PLAN
The Company has a qualified stock option plan at November 30.
1970 in which options covering 4.360 shares of cumulative con-
vertible preferred stock were previously granted but not exer-
cised. The options were priced at 100% of fair market value
at the date of grant and may be exercised in whole or in pan
at any time.prior to five years thereafter. All options were
granted in prior years and no additional options may be granted
under the plan. The 4.360 shares under option had a fair market
value at date of grant of $92.539. During the year, no options
were exercised, and options to purchase 3.284 shares were
cancelled.

Not«8
CAPITAL STOCK
Preferred stock consists of 1.000.000 authorized shares of
S1.00 par value of which 449.856 shares are issued and out-
standing at November 30. 1970 and 4.360 shares of the author-
ized but unissued preferred shares were reserved under the
stock option plan (note 7).
The preferred stock is entitled to a preferential cumulative
annual dividend at a rate of $1.00 per share. The shares are re-
deemable at the option of the Company after May 6. 1974 at
537.50 per share plus unpaid cumulative dividends. The aggre-
gate redemption value at November 30, 1970 is $16.869.600.
The preferred stock has liquidation rights over the common
stock in any final distribution arid is entitled to one vote for each
share held. No dividends are in arrears.
The preferred shares are convertible into common shares at
the option of the holder at the rate of one and one-half shares
common stock for each preferred share held. This conversion
rate is subject to antidilution provisions.
Common stock consists of 7.500.000 authorized shares, without
par value, of which 2.786.326 shares are outstanding. At No-
vember 30. 1970. 1.556.021 shares of authorized but unissued
common shares have been reserved as follows: 674,784 shares
upon conversion of preferred stock: 464.105 shares upon con-

version of the 7% convertible subordinated debentures (note
•J): 410.592 shares upon exercise of warrants 'or the purchase
of common stock (note 4); and 6.540 under the stock option
plan (note 7).
At November 30. 1970. there are 67.000 shares of common
stock held in treasury.

Note 9
EXTRAORDINARY ITEMS
Extraordinary items consist of the following:

Year ended November 30.
1970

Loss on discontinued operation and
liquidation of the Paris. Illinois divi-
sion, net of Federal income tax
credit of $1.032.000 $(995.187)

Gain on sale of securities net of Fed-
eral income taxes of $92.000 —

. Gain on sale of portion of operations
and assets of wholly-owned sub-
sidiary, net of Federal income
taxes of S12.000 —

1969

S —

242.251

38.000
S280.251

Note 10 ~.
EARNINGS PER SHARE
Earnings per common share are based on the weighted average
number of shares, 2.771,084 and 2.726.848. respectively, out-
standing during each period. The dividends paid on preferred
stock of $455.394 during 1970 ant), for comparative purposes,
the assumed preferred dividend requirement of $485.990 for
1969 were deducted in arriving at earnings available for com-
mon stock. The effects of the convertible preferred stock, stock
options, warrants and convertible debentures have not been
reflected in the computation of per share data because they
are antidilutive.

Note 11 Cr
SALARIES AND EXPENSES '-
During the year ended November 30. 1970. the aggregate re-
muneration paid to directors and officers amounted to $440 000.
Expenses include charges for legal services of Linde. Thomson.
Van Dyke. Fairchild 4 Langworthy amounting to S75.000 and'of
Brenner. Lockwood & O'Neal amounting to $33 000. Travel and
other expenses of $28.000 were also paid to Midland A i rc ra f t
Corporation. Certain officers and directors of the Company are
members of these firms. '

Board of Directors and Stockholders
Golconda Corporation

We have examined the consolidated balance sr.ee ;
poration and Subsidiaries as of November 30 '
stockholders' equity and source and appiicatic-
examination was made in accordance with gere'a
included such tests of the accounting records arc
necessary in the circumstances, including inspec
ber 30. 1970. We have previously reported on :-e
trols. Inc., as of November 30. 1969 and lor :-
reported upon by another certified public acc3v,r
then ended.
In our opinion, the accompanying consolidated :aiance sheet and statements of investments.
operations, stockholders' equity and source ana jspncation of funds present fairly the financial
position of Golconda Corporation and Subsidiar.es as of November 30. 1970. and the results of
operations and source and applications of !uras 'or the year then ended, in conformity with
generally accepted accounting principles applied en a consistent basis.

i"d statement of investments of Golconda Cor-
9 TO and the related statements of operations.
:• 'unds for the year then ended (note 1). Our
, accepted auditing standards and. accordingly,

?^.cn other auditing procedures as we considered
" jr confirmation of securities owned at Novem-
consolidated financial statements of Astro Con-

e .ear then ended. Golconda Corporation was
3«t as of December 31. 1969 and for the year

Chicago. Illinois
January 18. 1971 LS 000374 ALEXANDER GRANT & COMPANY
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COUNSEL:
L ."-le. "-"orison. Van Ov*e. Furc^-ilct &
*insas City. Missouri

AUDITORS:
J'Sianeer Gcarr S Comcany
Chicago, uiirois

TRANSFER AGENT:
Cei.va' fla;icr3i Sank in C.^-cago

CO-TRANSFER AGENTS:
•.••-••»<J So.'es National Sank
San D-ego. California
^ •;.-«',(-. national Banii
'.'r.v VO't. ,Vew yof*

^O'ccrca Corooration
.V3.''»ce /

REGISTRAR:
""9 c -s- -va.'.-ons/ Sank
C--CJ7C •••"•"ois

CO-REGISTRARS:

S3" D.-ego. Ca.'.'C"i;a
Cue.Ti'C3' Bant
vew ye'*. Mew vo"t
/-ar/j P"Sf H3!:C"31 B

•fiauace. leano

BOARD OF DIRECTORS

• M J. COEN
Chairman ol the Board. President
President. First Calitornia Company. San Francisco

•ALBERT s. KEREN
Wee Chairman ol the Board

• ALBERT W. THOMSON
First Vice President. Secretary
Partner—Linde. Thomson. Van Dyke, faircnild

A Langworthy. Kansas City

EDWIN 8. WRIGHT
Treasurer
President. The Drovers and Merchants Sank.

St. Joseph. Missouri

• DANIEL L. BRENNER
Senior Partner—Brenner. Lockwooa & O'Neal

Kansas Oty

MICHAEL F. DRINKHOUSE
Restaurateur and Investor—New York City

R. M. DUNN
Director Emeritus. Trans World Airlines
Senior Vice President (retired). Trans World Airlines

• WRAY FEATHERSTONE
Wee President
President. Golconda Mining Corporation
Mining engineer, Wallace. Idaho

' L. N. LUCAS
Wee President

A. D. MARTIN
Financier and Investor—Dallas. Texas
Chairman ot the Board—Central Engineering 4 SuCdv

Company. Dallas. Texas

WALTER L. SLY
General Contractor (retired). Spokane, Washington

• GORDON PAUL SMITH
President. Gordon Paul Smith Company, San Francisco

NORMAN M. SMITH
Mining Engineer. Wallace, Idaho
General Manager. Clayton Silver Mines

KENNETH TEEL
President and Director. Cresllile Incorporated.

San Clemente. Calilornia

• Member ol Executive Committee
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BUSINESS LOCATIONS

Corporate Headquarters, Chicago, Illinois
Golconda Mining Oivision. Wallace. Idaho
RegO Oivision. Chicago. Illinois
Pioneer Astro Industries Oivision, Chicago. Illinois
Bastian-Blessing Oivision, Grand Haven. Michigan

Inttrnttlantl Locttlont

L. P. Gas Equipment Co. (Licensees).
Birmingham. England

Eislink Bastian-Blessing,
Asperg, West Germany. 20% Owned

Number of Shareholders. 5 661
Total Manufacturing Space.

726.000 sq. It.

Number of Employees. 1.750

~-e Gclconda Corcoration is an organization with a corno--r :-
;! financial strengths and manufacturing experience cec.-ca:?c •:
successful business expansion and diversification. TSe ':.-
rornerstones of progress include mining interests. prcCucvc" :'
:uality gas control devices, versatile food service equiomer-.t. ;--
Jiraorecision comoonents lor maior industries. Golconda -s e.
:er:enced ceooie oroducmg products lor expanding marxe:s

LS 000376
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Experienced People Producing for Expanding Markets
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HIGHLIGHTS OF 1371

• General industry declines resulted in sales drop
of 12% in 1971 vs. 1970.

• Net earnings, before extraordinary items, however,
totaled 19* per share, up 12% over 1970, on oper-
ating profits and on gain from sales of investments.

• The Company retired 47.478 shares of preferred
stock and thereby strengthened its financial
position.

• Liquidity remained strong throughout 1971.

• Silver prices dropped—causing slide in value of
Golconda Mining holdings.

• Bastian-Blessing, Inc., a wholly-owned subsidiary
of Golconda Corporation, was formed.

New capital input was provided from internally
generated cash, enabling Golconda to add facili-
ties to reduce manufacturing costs and maintain
the Company's long-standing "Quality Leader"
image.

• A new material flow plan was devised and put into
operation at Bastian-Blessing Food Service Equip-
ment Division, resulting in important future cost
savings and shorter customer delivery cycles.

1 RegO Division had dramatic improvement in cus-
tomer service and earnings.

• Pioneer Astro Division diversified into hardware
components for computers and copy machines,
partially offsetting losses from the drop in aero-
space industry.

Golconda Corporation and Subsidiaries

FINANCIAL HIGHLIGHTS
For the years ending November 30.

SALES
Earnings

Earnings before
extraordinary items

Extraordinary item*
Net Earnings

CASH DIVIDENDS
Preferred Stock
Common Stock

WORKING CAPITAL

STOCKHOLDERS' EQUITY

1971 1970

$40,484,596 $45,864,833

942,605 931,780
(52,000) (995,187)
890,605 (63,407)

412,749 738,584

16,623,835 17,581,532

21,139,086 21,392,911

1970

.17

(.36)

PER SHARE DATA*
Earnings per share
Extraordinary items

per share
Net Earnings (loss)

per share
Working capital per share"
Stockholders' Equity

per share" 6.24 6.18

•Per there Amounts are based on the weighted average number of
common ahoroa outatandlng during In* year after deducting from earn.
ings pef there and net earnings pel there the ptetened dividend
reduiremenL

••Pec there amounts are based on the total e( the common iharee and
common equivalent anerse outstanding aa of November 30. 1971 and
1970. respectively.

LS 000379
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OPERATIONS AND FINANCIAL REVIEW
FOR OUR SHAREHOLDERS

To Our Shareholders:

SALES 4 INCOME

3:..::-;= ; •:-:- •-•'• : ;~cs :.rie":ea c ^ s - -
••??;-e5 ; c -c- ei--2.ce :ne gererany

"i" ~~-ayec c.;-5;r-_c: cr 5rc C2C-:ai
;3-? r;."c '-rSJ.iec .~ r 'cers arc ; = :es
:e ;•.-. :crecas;s. ar.c i2"; ce-cw :970.
'•'& f5,T"~g3 i excluding extraordinary
•=p-5i totaled ;9« cer snare. 12% ever
'970 earnings or ;7i per snare. Met
earnings m ;97i induced 10« per share
from tne investment cceraticns (primarily
gam en sale of investments) The
proceeds from investment sales were
used to retire 47.478 shares of preferred
stock and reduce bank-aebt.

LIQUIDITY
Our strong working capital position,
wmch existed last year, was maintained
m '971. Whereas earlier improvement
had come from retiring high cost short-
term ~ebt with the issuance of 7°v long-
term subordinated convertible debentures,
the strength m 1971 resulted from
improved cash flow and an improved
receivables collection time.

PRINCIPAL SHAREHOLDER
Shareholders were advised in the 1971
Annual Meeting Proxy Statement that
Westgate-Califorma Corporation of San
Diego had acauired a 20% interest in
Goiconca. and intended to seek to
negotiate a merger with Golconda. The
Scares of Directors of both companies
careful ly considered the feasibility and
cesiraoihty of such a merger but
announced in December. 1971 the dis-
ccri! rijance of further negotiations.
However, as of February 13. 1972.
Westgate s holdings comprised about
26°b of the voting shares.

SILVER
in November. '970. the U. S. Government
stccrec: a icr:g-s:ancing practice of
;eii---g silver :'rom its almost depleted
supo:ies. Since industrial consumption of
s;iver alone exceeds production, it was
widely anticipated by experts that
exhaustion of U.S. Treasury supplies
••vouid cause a marked increase in the
crice of silver. Market conditions proved
oinerwse: instead of the anticipated
shortage, there has been a surplus of
silver. This condition, coupled with
unfavorable economic factors existing
throughout 1971. resulted in a sharp
decline ;n the price of silver. The decline
m silver prices impacted severely on the
value of Goiconaa's silver securities—

:r.-c.c3liy some TOO.COO sra'es of Hecia
'.•!.- " Ccrrcar.y ccrrvrcn siCCk
-575"'y. :~ere ~as reen a carnal
•ecc /ery •'• s i lver orces a.'c. a: th.s time.
:~e re =re se /e ra i 'ac;crs nat CC-L'C: aifect
;r..;rS n :"5 near 'er.T 'u urs. rr.ak:nQ
5!".cr:-;errn ;redic:ions "i: iC'jit. .-cv/ever.
•.ve remain optimistic as ;o the 'uture
:'cr si lver.

CAPITAL SPENDING
One of ;he maicr goals of your manage-
ment during the past year has been to
mfuse new capital into oresent businesses
• n crcer to maintain the Company's long-
standing quality image and. at the same
;ime, make the Company more com-
petitive. Further..our obiective was to
provide this capital without the use of
investments or outside financing. This
goal was achieved so that we were able to
increase capital spending by 80% over
the 1970 level with funds generated
entirely from operations. New equipment
and machines already are generating
broad based oenefits through improved
productivity, reduction of manufacturing
cycles and higher quality.

BASTIAN-BLESSING DIVISION
Food service equipment is manufactured
at Grand Haven. Michigan, at Bastian-
Blessmg's 315.000 sq. ft. plant. During
1971 an important modernization step
was taken. A manufacturing cycle and
material flow plan was devised, resulting
in a rearrangement of the Grand Haven
plant, which eliminated over half of the
travel distance through the plant and
resulted in a 25% reduction in manu-
facturing cycle time. In addition to
improvements in material flow, we are
automatinq manufacturing methods and
installing other efficiencies to make
Grand Haven more competitive.

REGO DIVISION
RegO's reputation for unexcelled quality
in compressed gas regulation devices is
international':/ kr-own. During the past
year, improve-- ~anagement and produc-
tion control, couched with a computerized
system, resulted m customer original
delivery promises being improved from
35% on-time to 35% on-time. This
improvement enaoled RegO to sub-
stantially enhance its market position.
Operating earnings of RegO were greatly
improved through a well-planned and
executed cost reduction program touching
every facet of the business, including
engineering, purchasing, factory pro-
ductivity anc overhead. These cost
reductions, in 3C; te of a volume drop,
enabled RegO to experience a dramatic LS 000380
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SHAREHOLDERS REPORT (Contt.J

5<c~nc. t - - 'e ; :ver :~e D'evious vear a.na.
3! '-9 =ame • -e. :er-.era:e 2 sucs'.antiai
:as" •'.;-.-.. ',-.- :re Co

PIONEER ASTRO DIVISION
Economic o::;iC'ji'ies :n ;!~,e aerospace
"•-us:"/, tccetner ,v:;n dec^nes :n military
;cenc:-g. "ave teen .veil oubi ;c:zed over
•~e :as; tv/; to '.-'es vea'3 ";T.cuch
;r.e -raicr car; o* .--creer 3 easiness '//as
•r aerospace. .; .vas c^r belief ;l~at as
•jn:cue capabil i ty 'or cicse tolerance
machining of special materials at com-
petitive costs couid be translated
successfully into other fields. An
aggressive two-c-ronged program was
•3enera;ea ;o maintain Pioneer as a viable
business. First, the break-even point was
lowered by 11%. ana second, an aggres-
sive marketing program was initiated.
This marketing program resulted in
diversifying Pioneer s business into the
manufacture of haroware for the computer
and ccoy machine industries, so that it
//ouid be less dependent upon aero-
soace. In 1971 non-aerospace business
increased to 38% of total sales, and this
direction will be further extended in 1972.
The deferral of government funding of
two large beryllium contracts exceeded
the rate of pickup m new business. In
spue of this, however, the substantial
diversification and lowered break-even
point orevented what would have other-
wise been heavier losses.

ECONOMIC OUTLOOK
With national efforts to stem inflation and.
m general, improve business and
consumer confidence, many economists
are predicting over twice the -ate of
real growth for the economy - '972.
as compared with 1971.M^C- :• this
improvement is projected •." "° caoital
goods and industrial prcdtc' ;-?c:ors
which comprise Golconda 3 - v •'
markets. Within the backer:; ;• "ese
economic forecasts, we are :• : Act ing
substantial increases in sa r-. .'. •? are
pleased to report that orce r • : . • ~
recent weeks is beginning •: r - r i - out the
forecasted improvements ~ -~- ' '" :"n>c
conditions, and our outlcc- . : we for
fiscal year 1972.

MANAGEMENT CHANGES AND GOALS
On January 27, 1972. your C i - cany ' s
Board of Directors ana cc-cr re man-
agement were realigned 'c :;::^plish
certain objectives. These or: <=-.-.- . es were:
1 . To reduce the size of :~= r - =••: ;o a

more efficient level.

2. To facilitate membersr.:c :- —<* Board
by representatives of :i-e 2:":any's

e C'jr :crr;c'a:e
~anagement and to 'ecuce ac~i,-.:s-
::3tive costs and. at the sa~.e v"ne.
preserve and enhance over-ail
managerrent effect iveness.

In -his connection. Messrs. M. J. Coen
Albert S. Kepen. Albert W Thomson.
Edwin B. Wright. George 3 Hcv/eii and
NorTian M. Smith resigned 'rc~ :he
3oarc and Messrs. C Arnhc't Smith a."d
Phiho A. Toft of Westgate were sleeted
;o the Beard. A.aaitionaiiy. Mr C. Arn-o; t
Smith was elected Chairman of the Board
10 replace Mr. Coen. and Mr. Gordon
Paul Smith (no relation) was elected as
President and Chief Executive Off icer to
assume management responsibilities
performed previously by Mr. Coen and
Mr. Howell.
We want to take this opportunity to
express appreciation to Messrs. Coen,
Kepen. Thomson. Wright. Howell and
Norman Smith for the fine contributions
they have made to the Company.
We also want you to know that your Board
and management are committed ;o a
program of planned growth and prof i t
success for the Company. We are confi-
dent that the end results of fiscal year
1972 will demonstrate that this coal ras
been pursued diligently and vgorousiy
Indeed, barring any significant labor or
national economic problems over which
we would have little control, profit
opportunities for fiscal year 1972 appear
to be considerably above those of i97i
We will work toward this goal by:
1. Further planned reductions in cur

corporate overhead (which already
was cut significantly in 1971).

2. A continuous strengthening of Our
current businesses internally as wen as
in their market places.

3. An alertness to possible acouisitiors
that would be compatible with our
present operations and which .-.ot't
enhance our earnings.

As your new President. I want to : a^e '~ •:
initial opportunity to express acc-?c v
tion to our employees who serve :-•?
Company so well, to our directors ':•
their guidance and counsel, anc :c :-•
shareholders for-their fine supcor
Golconda is a Company of ope'a: - -.
divisions which have earned cc~; :•-•• ;:• -.
pride and prestige over the years - v-->
the aspirations of our total team -~y
Golconda s performance in 1972 j- :
future will lead to even further :r.-a-
pride and to even greater success
business world.

Gordon Ptul Smim. Pratldtnt tnd Chid Encgo™
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GOLCQNDA MINING
CORPORATION

•:v.-ec 3'jcsic:arv 3; Goicor.ca Ccr-
cora'icrv -"eaccua^erec -P Wallace
Icaro. '"as .r:ccr:ant holdings :n ;his
C'sr.-:c;. Trese Delude mining crccert ies
ana caoital stock ov/nershics m mining
companies, most of whicn have property
in the area.

Golcor.cla's most important holding is its
11 °'o ownership of the capital stock of
Hecla Mining Company, presently the
largest domestic producer of silver with a
yearly output of over six million ounces.
Hecla operates mines m the Coeur
d Aiene District of Idaho and in the
Newpark District of Utah. Hecla's other
mining activities include the Lakeshore
copper property m Arizona, which is in
the development stage. Other important
Hecla holdings include a substantial
capital stock interest in the Granduc
copper mine near Stewart. British
Columbia, which recently came into
production.

Metal markets currently are showing
some pickup from their conditions during
1971. caused by uncertainties with
respect to the future course of inflation,
international monetary conditions and
•,vcrid trace. However, substantial
improvement m metal markets, including
Gciconca's. could be expected if there is
a sustained recovery in business con-
ditions in ;he United States and other
consuming countries.

ALICE PROJECT PROGRESSES
Gciccnca owns 54% of the outstanding
cacnal stcck of Alice Consolidated Mines,
ire. Mining property in the Coeur d'Alene
Tiring district held by Alice is being
excicrec :or possible silver, lead and
;TC "irerahzaiicn under an operating
'ease agreement with Hecla Mining
Company. Newmont Exploration. Ltd.
a~c Golconda are participants in the
lease agreement with Hecla.

During the 1971 field season, work on the
Ahce Proiect consisted of geologic study,
ciamond drilling and photogrammetric
mapping. Approximately 5.000 feet of
diamond core drilling was completed
from surface drill sites. During the winter

_.-_._. ~^ -~ .jV:!| ~s prepared, geologic
si'-i-.ss ~ace c' the orill cores and
•'•-rr-er er.cjreer-rc work cone on shaft
:••:= :ccs'"CP' arc surface plant cesign.
F'r :c .-.crk on the cro]ect is excected ;o
.'es^.~e .vren -.veatner ccnaitior.s permit

SILVER MARKET
PARTIALLY RECOVERS
Consumption of silver in the Free World
continued ;o exceed new production by a
substantial margin. However, it appears
that forced liauidation of accumulated
speculative silver holdings in weak hands
dominated the silver market in 1971. The
price of silver retreated to S1.30 per
ounce, its lowest level since May. 1967.
Other factors, including the world-wide
economic slowdown, resulting m lower
demand, and the uncertainties with
respect to international monetary con-
ditions, probably contributed to the
slump. Because of unsettled conditions
in the market place, the short-term silver
outlook remains unpredictable. From the
long-term standpoint, it appears that in
future years a shortage of silver supplies
could again emerge with commensurate
positive effect on silver prices.
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CORPORATE MANAGEMENT

GORDON PAUL SMITH

® C. ARNHOLT SMITH
Chairman of the Board

CD GORDON PAUL SMITH

President and Chief Executive Officer

JOHN M. STOGIN
Vice President—Corporate Counsel
Secretary

— DONALD W. ADAMS
Vice President—Finance
Treasurer

WRAY FEATHERSTONE
Vice President
President—Golconda Mining Corporation

RICHARD S. SLOMA
Vice President
President—Bastian-Blessing, Inc.

L. N. LUCAS
Vice President—Bastian-Blessing Division

J. T. PERSINGER
Vice President—Pioneer Astro Industries Division

M. J. COEf*
Chairman of the Board
President and Chief Executive Officer

® ALBERT S. KEPEN
Vice Chairman of the Board

CD GEORGE B. HOWELL
Executive Vice President

® ALBERT W. THOMSON
First Vice President
Secretary

® EDWIN B. WRIGHT

© Elected January 27. 1972

) Resigned January 27, 1972

(D Resignation effective March 31. 1972
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BASTIAN-BLESSING, INC.

NEVA/ SUBSIDIARY

Gc:c:<-aa C~- rz~:i',:cr. has chanced :ts
s;r-;::-.:"? •- 2 .-. 3y .vncn will s.cr-i;>cantly
;:.'T~::~e~ :~r ~ :~c2ry s acii i 'y :•? ;:G'.V.
33 .-.;•! ;; :c =cr. e-.-e ~ a* if-urn ;cer = !ir.g
5:: : ?" : -55 c' f <: = : r-c Businesses. Tr.e
5: = :: :• I -ec;:rs :: Go cc':a .vas jf
re "••-.:.-. ira: ;.ue rr.anacer-.er.; o; me
Cc.^:=r.y s ooeraiicrs wouic be ~cre
e::ec:>ve : :~e r-an.L;:ac:uring ocerations
.v=.re ;rar.5'e.r,-ed lo a separate, whcily-
o-.vr.eo subs:ciary with full proiil resoon-
sibiiiiy for coerations vested in ihe
sucsiCiary's President. The name.
Sastian-Blessmg. has long been the
"symbol for quality" m the food service
equipment and compressed gas
recuiadon industries, and this return to
the Bastian-3lessing name will further
enhance our position in the market place.

Mr. Richard S. Sloma, who has dene an
outstanding job as Vice President and
General Manager of the RegO Division,
has been appointed President of the new
operating subsidiary.

RICHARD S. SLOMA

BASTIAN-BLESSING, INC.
BOARD OF DIRECTORS

Chairman—Gordon Paul Smith

President
Chief Executive Officer—R. S. Sloma

Director of Personnel—R. H. Watson

RegO Division
Vice President-General Manager

R. S. Sloma

Treasurer—0. W. Adams

Ba*tlan-BI«uing Division
Vice President-General Manager

L. N. Lucas

Plon««r Astro Industries Division
Vice President-General Manager

J. T. Persinger
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BASTIAN-BLESSING
FOOD SERVICE EQUIPMENT
DIVISION

LEADERSHIP IN INDUSTRY
CONTINUES
A,;-CL-:n : 971 sales were si.cht'y less
'''••a- -rx 'eccrc sales volume estaOlisreo
•"• ' ? ? 0 5a5iian-3less;nc cor.iirijed to

•~= .-:=." ts cosition of incustry leader-
s', c 35 :.-.= ration's number one prccucer
o: '"abricated stainless steel food service
equ'crr,en;. In practically every segment
of T,e :ocd service industry leading
operators continue, year after year, to
buy ard .r.stali Bastian-Blessing equip-
ment Ana during 1971 additional
empras.s .vas placed on product
ceveicpment and design so that we were
able to display a whole °ew line of self-
contained refrigerate-: • ;s at -he
National Hotel & Me:-:- position in
New York last Nover Engineering
competence continue-, j merit the
acceptance of Bastian-Blessmg
faoncated stainless steel food eouipment
as top value throughout the country.

NEW DIRECT SALES OFFICES
IN DALLAS AND SAN FRANCISCO
To strengthen and broaden the Com-
pany s position in the marketing of food
service equipment, two new direct sales
off ices were established ;n addition to
those in New York City and Chicago.
One is m Dallas covering the Southwest,
and the other is in San Francisco to
handle the West Coast. These new offices

f 3i~:sr'3,~ rr P r 'OU" *~ - £ - c --,-

-5've Bast'ar.-B'ess^ - 3". !~c.'~-'.9c
CiCac-Mity ci ceali~c with r°ce:;;.v9
"at.c-'-a! osers arc pr;T-.e c:r.;rac;
3cc;L-~:3 locates in '."eir '-;5C9C' : i,9
:eocr=cricai areas Severs' ; cacie

;rc-m :nese ci'ices :or ir.ic-~e"t •- '-^'2

O. E. M. CONTRACT SALES
DEPARTMENT EXPANDED
During the past fiscal year. ;re sccce cf
cur Contract Sales in the !abr:ca;:cr, :;
sheet rretal products to original ecu-c-
ment manufacturers was brcadenec.
Among the wide variety of items prccuced
were pans for ham debonmg ur.ns.
commercial permanent press wasnirg
machines, carrot bagging ecuipment.
laboratory hoods, and stainless steel
shrouding used to enclose airport
baggage handling conveyor equipment.
This department is being excancea
further, as the potential for contract sheet
metal fabrication is most attractive m such
industries as dairy, brewery, meat
packing, packaging, procuce ana
machinery.

TOTAL PLANT REARRANGEMENT
COMPLETED
During the past fiscal year, after care»j
study, a detailed plan was prepared '--i
the complete rearrangement of ail
machinery and departments .n ;he erv-e
plant. Through the years, as the resu't of
one addition after another, this plant -=c
grown from less than 100,000 square ;eet
to 315.000 square feet under one 'ccf
This necessitated relocating ceoar:~e r :s
and machines to provide for a mere
efficient direct flow from receipt c; •--;•
materials to the completely fabrics:?:
products ready for shipment. The •=•••.
materials flow plan, which has :us: ~~r~
completed after an expenditure r -•• •;• •
S300.000. proviaes this efficiency
Previously, because of necessary :•
cross and back-and-forth move"-r--
material would travel as far as 4 y.-: •• • •
from its point of receipt until it •;. 33
completely fabricated, ready for «" • " •• '
The new flow plan reduces this :; • .
1,650 feet, on the average. Tr.s •-
result m faster and more effic:e"
manufacturing, and better serve? ' •
our customers.

i

I
I
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DIVISION

SUBSTANTIAL PROFIT
IMPROVEMENT
The year 197; . en :~s whole. -~as shewn
'hat ;:-.e RegO management tearr.
ocssesses the professionalism recuired
:o -.vitr.stand adverse econcmic crn-
aiticr.s. While ;he U. S. economy generally
cawciec -n ire coicrurns of :jrcer;ain;y.
;he RegO Division -epcrted sicnidcar.tly
improved prof i ts over 1970. Basic
improvements and changes mace during
1971 bolster cur confidence to achieve
ihe record-sett ing goals established
by RegO for 1972.

NEW FACILITIES,
PRODUCTS AND MARKETS
The most extensive and aggressive
capital expenditure program in the past
ten years was successfully implemented
at RegO. This enables the Company not
only to be more competitive m the market
place, but contributes significantly to
improved working conditions. An auto-
matic brazing machine was specifically
designed to improve the quality and cost
performance of RegO Liquefied Petroleum
Gas equipment.

In 1971, RegO acquired an oilless air
compressor product line to complement
its fluid power product line The project
was carefully planned and implemented.
First shipment of the new RegO products
was made less than eight weeks after the
product line was acquired.

The Nauti-Call boat whistle was intro-
duced in 1971 for the recreational marine
market. This product was developed by
RegO engineering and operational
personnel, and establishes PegO in
the consumer market.

RESPONSIBILITIES
TO OUR EMPLOYEES
Many firsts were recorded -n '971 which
improved the total workir.c. ?-•.-.'cnment
for our employees. In Dece—rer '970,
there was an employee cc-v --'. on
reduction for health and ace :-••
ance and an increase in life -st
benefits at no increase in c:v •:
employees. In January. 197: ;-?-sion
benefits were improved. In Ma r:~ RegO
announced a milestone :n - : ^ -s Corked

without a lost-t ime accident. !n April. :he
RegO Ooen House was ccncucted. whicn
attracted more than 2.000 visi tors.

Plant modernization plans cegan :c ;aKe
shape during the year. Pest "c~s were
modernized, lighting ccr.c:: :.-s :r,rc-c~-
cut the plant improved. cclc."'j! ur:'c---rs
made available for 'emale err—cyees
and. in general. RegO became a more
colorful, pleasant place to wcr:<.

Led by an aggressive management e f fo r t ,
employees cooperated fully with a safe ty
program, and 1971 had the lowest
accident incidence of the past eleven
years.

RESPONSIBILITIES
TO OUR CUSTOMERS
In 1971, RegO employees committed
themselves to a renewed awareness of
the responsibilities to our customers.
Additional quality assurance programs
were installed to insure that RegO
products rank among the very highest
m quality.

The most tangible, dramatic imorovement
m customer service in RegO nistory was
evidenced in the fourth quarter when - -
RegO shipped more than S1 million worth-
of goods to our customers within 24
hours of receipt of an order, without an •
increase m total inventory.

RESPONSIBILITIES
TO THE COMMUNITY
Increasingly responsive to the need for
ecological conservation, RegO took three..-
major steps in 1971, as part of the total
capital expenditure program:

1. The installation of a fume scrubber in
the Chrome Plating Department to
insure that effluents are pollution-tree

2. The first of a series of oil mist
collectors were installed on produc-
tion machines to insure that rhe air
employees breathe and the air ex-
hausted into the atmosphere is clean

3. Acid neutralization tanks were
installed to prevent water pollution.

Bolstered by the achievements recorded
in 1971, the management team eagerly
looks forward to the challenges and
opportunities of 1972. RegO is proud of
accomplishments to date and yet,
increasingly aware of the responsibilities
it will face in 1972 and beyond.
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PIONEER ASTRO INDUSTRIES DIVISION
B

COMPETITIVE CAPABILITY IN
PRECISION PRODUCTS
P creer As t ro i~custres Division con-
""•-•ec cu.-:.ig ;9~i as an important
=LCc!.6r of ;_ i t^a-c-rec:SiOn .-".ac-iinec
~~.e'al co~::cr.er.:s -cr a variety of ^chly
:err3r>.~:r.g cr i t ical aop'ica;:ons.
rC5e:CGn M:;3,ie Prcgrarr, . crating
satellites . Mar* J8 Torpedoes
Seeing 747 ;et a i rcraf t . . atomic
powered surface shies . . . Pioneer Astro
conoonents can be :ouno in all of tnese
— and more.

Among ;he Division's customers are
government agencies, aerospace com-
panies, the military, and new :n 1971, a
wice variety of industries in the private
sector, including comouters. In addition
to the precision components and assem-
blies mentioned above. Pioneer Astro's
significant engineering talents and
precision manufacturing capabilities are
called upon to design and build special,
custom production machinery, tools
and dies.

Pioneer Astro's modern plant in Chicago
features the latest m sophisticated pro-
duction equipment, including a battery of
numerically-controlled machining
centers. Highly precise instrumentation-
is used to assure the str ic test quality
control standards.

REDUCING A DEPENDENCY
Effor ts continued during the year to move
away from too close a reliance upon
government and military business, and
increase the Division 3 T.voivement in the
private sector. To achieve this. Pioneer
Astro embarked on a lorc-ance o.-cgram
to market and manufacture ccmconents
for corrcuters ar.d cocy r-aci~:-es.
further civersiiication e f fo r ts were made
by establishing a long-range program. :o
provide major hardware systems for
off-the-road equipment suppliers. This
focus on non-military business will
continue to receive major emphasis.

ORDERS UP IN
4TH QUARTER
Along with the 1971 economy m general,
Pioneer Astro was affected by the
stagnating business climate. Feceral ">'
spending cutbacks, initiated during i97fj:
continued during 1971 to exert their
adverse influence on the Division's
business. One major setback experienced
during 1971 was the cancellation of the'"
SST program. However, the largest single
influence on the operations of Pioneer
Astro during the year was the U S.
Government reduction and deferral of
funding in some of the major beryllium
programs in which Pioneer has a large
market share. These cutbacks alone
caused a loss from planned sales of <l

20%. During the fourth quarter, however;.'
orders for beryllium programs made a '•"..
significant comeback, enabling the
Division to record an order inflow for the'
quarter which almost equalled total
orders received during the first three V
quarters of 1971. This improved order
inflow is expected to continue into 1972.
with a substantial pickup in shipments
scheduled for the second half of the year

f
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GOLCONCA CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET
NOVEMBER 30,

ASSETS

CURRENT ASSETS

Cash and certificates of deposit

Notes and accounts receivable, less allowance for doubtful
receivables of $70,000 in 1971 and $53,000 in 1970

I Inventories — at the lower of cost (determined by the first-in,
first-out method) or market

Prepaid expenses and sundry deposits

Total current assets

INVESTMENTS — AT COST (note 2)

PROPERTY, PLANT AND EQUIPMENT — AT COST (notes 3 and 4)
Buildings and improvements

Machinery, equipment and tools

Office furniture and fixtures

Less accumulated depreciation and amortization

Land

OTHER ASSETS

Excess of cost over underlying equity of net assets acquired
(not subject to amortization)

Notes receivable, less current portion of $286,968
in 1971 and $413,678 in 1970

Deferred debt expense — net of amortization

Cash surrender value of life insurance

Sundry

1971

$ 2.256.035

7.713.812

13.233,938

115.231

23,319,016

4.465.702

3.684.541

9.620.802

555.780

13.861,123

7.889.620

5,971,503

645.087

6,616.590

4.374.476

679.845

754.230

111.796

147.256

6,067.603

S40.468.911

1970

$ 2,644,764

8.883,940

12,914,944

140.957

24,584,605

4,925.848 "••

3,397.315 -,:-

9.454.529 |J .

624.930 -:?s .. '

13,476.774 ££.•

8.103.835 .A/

5.372.939 .,'

645.087 ';-,'

6,018,026 -:

4.374.476

1.081.322

852.867

256.189

153.551

6.718. -505

$42. 246. 88->

12
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j LIABILITIES
I

' CURRENT LIABILITIES

! Current maturities of long-term debt

Notes payable — Banks (note 2)

Accounts payable

Dividends payable

Income taxes

Accrued liabilities

Total current liabilities

LONG-TERM DEBT (note 4)

DEFERRED CREDITS (principally Federal Income Taxes)

COMMITMENTS AND CONTINGENCIES (notes 2. 5 and 6)

STOCKHOLDERS' EQUITY (notes 4 and 7)

Capital stock

Preferred

Common

Additional contributed capital

Retained earnings

Less treasury stock — at cost

The accompanying notes are an integral part of this statement.

1971

S 558.479

1.921,733

2,367.123

—

338.976

1,508.870

6.695.181

12.160,055

474.589

—

401.273

771.958

5,880.346

14.605.109

21.658.686

519.600

21,139.086

S40.468.911

1970

$ 602.936

2,330,000

2.392,848

210,031

191,017

1.276,241

7,003,073

13,320,533

530.367

—

449,856

769,217

6,532,185

14,127,253

21,878.511

485.600

21.392.911

$42,246.884

LS 000390
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GOLCONDA CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENT
OF EARNINGS
FOR THE YEARS ENDED NOVEMBER 30.

Net Sales
Cost of goods sold

Gross profit
Selling, General and Administrative Expenses

Interest expense
Other (income) expense — net

Operating profit from manufacturing operations

Investment operations (primarily gain on sale
of investments) (note 2)

Earnings before income taxes and
extraordinary items

Income taxes (principally Federal):

Current
Deferred

Earnings before extraordinary items

Extraordinary items:
Provision for settlement of lawsuit related to products of

operations discontinued in 1970, net of
Federal Income Tax credit of $48,000

Loss on discontinued operation and liquidation
of the Paris, Illinois Division, net of Federal
Income Tax credit of $1,032.000

NET EARNINGS (LOSS)

Net earnings (loss) per common share (note 8):

1971

Earnings before extraordinary items:
Manufacturing operations $653,436
Investment operations (primarily gain

on sales of investments) (note 2) 289,169
Earnings before extraordinary items 942.605
Less — Preferred dividend requirement (412.749)

Earnings (loss) to common shareholders
before extraordinary items 529,856

Extraordinary items (52.000)
Net earnings (loss) to common shareholders $477,856

The accompanying notes are an integral part of this statement.

1971

$40.484.596 $45

31.378.760 35
9.105.836 10
7.323.989 7
1.117.336 1
(489,925)

7.951.400 8
1,154,436 1

310.169

1,464,605 1

370,000
152.000
522,000
942,605

(52.000)

$ 890,605 S

Year Ended
November 30,

1970
Per Share Amount Pe

$ .24 $ 849,765

.10 82.015

.34 931,780
(.15) (455,394)

.19 476,386

(.02) (995,187)
$ .17 $(518.801)

LS 00039?

1970

,864.833 I
,498,737

.366.096
,613.342
.158,292

(150.303)
,621.331
,744,765 !|-

i
22.015 j

,766,780 I

865,000
(30,000)
835,000
931,780

(995,187)
(63,407)

r Share

$ .31

.03

.34

(.17)

.17

(.36)
$(.19)

14

Golc - CDA dm - 0385



GOLCONDA CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENT
OR CHANGES IN

FINANCIAL POSITION
FOR THE YEARS ENDED NOVEMBER 30.

SOURCE OF WORKING CAPITAL

From operations
Earnings before extraordinary items
Add expenses not requiring outlay of
working capital in the period

Provision for depreciation and amortization
Amortization of deferred expenses
Cost of investments sold
Working capital provided from operations for

the period, exclusive of extraordinary items
Working capital requirement related to extraordinary

loss — net of Federal income tax credit
Disposition of property, plant and equipment at

Paris, Illinois Division

Reduction of long-term notes receivable
Long-term borrowings
Surrender of life insurance policies
Sundry

Total source of working capital

DISPOSITION OF WORKING CAPITAL

Reduction of notes payable due after one year
Purchase and retirement of preferred stock
Registration and financing costs
Purchase of common stock held in treasury
Increase in cash surrender value of life insurance
Costs relating to mergers
Cash dividends declared
Net additions to property, plant and equipment
Long-term portion of notes receivable

Total disposition of working capital
INCREASE (DECREASE) IN WORKING CAPITAL

INCREASES (DECREASES) IN WORKING CAPITAL
COMPONENTS:

: Cash and certificates of deposit
Notes and accounts receivable — net
Inventories
Prepaid expenses and sundry deposits

Net (decrease) in current assets
1 Current maturities of long-term debt

Notes payable
Accounts payable
Dividends payable
Income taxes
Accrued liabilities

Net (decrease) in current liabilities
INCREASE (DECREASE) IN WORKING CAPITAL

The accompanying notes are an integral part of this statement.

1971

S 9^2.605

668.630
118.241
460.146

2,189.622

(52.000)

—
(52.000)

2,137,622
299,477
—

160,934
35.654

2,633.687

1,160.478
700,422
—
34.000
16.541
—

412.749
1.267,194

—
3.591.384

$ (957.697)

$ (388.729)
(1.170,128)

318,994
(25.726)

(1.265.589)
(44.457)

(408.267)
(25,725)

(210.031)
147.959
232.629

(307.892)
$ (957,697)

1970

S 931,780

867.949
40.199 ;

226.115

2,066,043

(995,187)
1

1,022.372
27.185

2,093,228

—
4.396.815

—
82.013

6,572,056

602.936

—
582,074
—
38,048

226,760
738,584
700,642

1.081,322
3.970.366

$ 2,601.690

$ 540.153
1,612.687

(2.876.720)
44,960

(678.920)
602.936

(4,090.000)
(45.789)
164,411
(50.838)
138.670

(3,280.610)
$ 2.601.690
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GOLCCNDA CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENT
OF RETAINED EARNINGS
FOR THE YEARS ENDED NOVEMBER 30.

1971 1970

Balance at beginning of year

Net earnings (loss) for the period

Cash dividends—paid or payable

Common—$.12 per share

Preferred—$1.00 per share

Balance at end of year

The accompanying notes are an integral part of this statement.

514.127.253

390.605

(412.749)

(412.749)

$14.605.109

S14.929.244

(63.407)

(283.190)

(455.394)

(738.584)

$14.127.253

AUDITORS REPORT

Board of Directors and Stockholders
Golconda Corporation

We have examined the consolidated balance sheet of Golconda Corporation and
Subsidiaries as of November 30, 1971, and the related consolidated statements of
earnings, retained earnings and changes in financial position for the year then
ended. Our examination was made in accordance with generally accepted auditing
standards, and accordingly included such tests of the accounting records and such
other auditing procedures as we considered necessary in the circumstances. We
have previously examined and reported on the financial statements for the pre-
ceding year.

In our opinion, the financial statements referred to above present fairly the con-
solidated financial position of Golconda Corporation and Subsidiaries as of Novem-
ber 30, 1971, and the consolidated results of their operations and changes in their
financial position for the year then ended, in conformity with generally accepted
accounting principles applied on a basis consistent with that of the preceding year,
except for the change, in which we concur, in the method of recognizing gains or
losses on sales of investments as explained in note 2.

ALEXANDER GRANT & COMPANY
Chicago, Illinois
January 27, 1972
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GOLCONOA CORPORATION AND SUSSlDlA~ iE3

NOTES TO CONSOLIDATED

FINANCIAL STATEMENTS

NOVEMBER 30. 1971

Note 1
PRINCIPLES OF CONSOLIDATION

The consolidated ':rar,c;ai statements include the ac-
counts of Golconda Corporator, ana ,ts wholly-owned
subsidiaries.

Note 2
INVESTMENTS AND CHANGE IN
ACCOUNTING METHOD
The Company has revised its method of recognizing
gains or losses on sales of its investments in securi-
ties, effective December 1. 1970, for financial report-
ing purposes only. As a result, the Company has
adopted, with the recommendation of its independent
public accountants, the average cost method in pref-
erence to the specific identification cost method previ-
ously used. The average cost method provides for the
determination of gains or losses on a uniform cost
basis as compared to the Company's former method
of using specific identification for the determination of
the cost basis of securities sold.

As a result of the change in the method of determining
the cost basis of securities sold, net earnings for 1971
were increased by $214.139 (S.08 per common
share). The effect of the change on 1970. would be
to decrease net earnings S30.080 (S.01 per common
share). Because the change in method did not mate-
rially a f fec t the aggregate cost of the securities held,
at December 1. 1970. but pertains to the determina-
tion of the cost of securities sold, the change has no
material cumulative effect.

At November 30. investments were comprised princi-
pally of capital stock of mining companies and are
as follows:

Cost

Hecla Mining Company (681,857 shares
in 1971 and 696,488 shares in 1970)

Alice Consolidated Mines, Inc. (54%
owned) (4,308,020 shares in 1971
and 1970)

Other

income from investments for the years ended Novem-
ber 20. s summarized as fol lows-

ei -eaiizec gai-
Hecla M'm.-g C
C:",er

."ves;ment saies
225.220

9.722

'.^er investment .ncome—
ormcioally dividends

xcenses including :nierest of
3M8.254 ana S198.206.
•esoeciiveiy

Investment income Selore
income taxes 3 J ' .O '59 S 22.015

At November 30, 1971. 344,850 shares of Hecla
Mining Company stock were pledged as collateral
under notes payable to banks. In connection with the
Company's application for de-registrat ion as a
closed-end investment company in 1970, the Com-
pany has an agreement with the Hecla Mining
Company which restricts the sale of Hecla stock dur-
ing a period ending August 15, 1972.

Alice Consolidated Mines, Inc. (Alice) owns 1.109
acres of mining properties. Hecla Mining Company
and Alice Consolidated Mines. Inc. are engaged in
an exploration and development program to be con-
ducted by Hecla on this property. The Company has
a 20 percent participation in the pre-production costs
for the exploration and development program. The
Company's expenditures are expected to amount to
S500.000 over a five-year period, commencing late
in 1972. The Company will receive 20 percent of the
net profits, if any, until such pre-production costs have
been recovered, and 10 percent thereafter. The reali-
zation of the cost of the Company's investment -.
Alice is dependent upon the success of the execra-
tion and development program.

1971 1970

S3.678.001

399.137
388.564

S4.465.702

Quoted
Market
Price

S 8.364,000

1.723,000

317,000

S10.904.000

Cost

Quoted
Market
Price

$3,832,001 $16,367.000

399,137

694,710

$4,925,848

2,585.000

873.000

$19.825.000

LS 000394
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GOLCONDA CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED

FINANCIAL STATEMENTS CcontD
NOVEMBER 30, 1971

Note 3
PROPERTY, PLANT AND EQUIPMENT
P'-oper:/. p:an; ana ec-_:prr,ent are stated at cost, less
accL.~-Jat5C deprecation anc amortization. Depre-
ciation and amortization oi S668.630 m 1971 and
S667.949 in 19/0. computed primarily on the straight-
;me method, are proviced for m amounts sufficient to
relate the cost of depreciable assets to operations
over their estimated service lives.

Note 4
LONG-TERM DEBT
Long-term debt at-November 30. 1971 is comprised
of the following:

Ncie payable lo Dank with interest at Vj "a
above crime rate: maximum lean availability
(S! 700.000 at November 30. 1971) is reduced
SlOO.OOO per quarter. Jinal payment aue Aug.
i. 1975 S 1.100.000

7% subordinated notes to insurance comoanies
oayable m semi-annual sinking funa oay-
rr.ems of S250.000. Imal payment due Jan-
uary 15. 1979 3.750.000

7°'i ccnvernble subordinated debentures due
January ': '990 4.950.000

:0°'o '.:s; Tongage note oayable in monthly m-
stallments of S28.975 including interest, final
cayreri aue April i. 1390

maturities

2.918.534

12.718.534
553.479

S12.160.055

The 7% subordinated notes to insurance companies
and the 7% convertible subordinated debenture
agreements contain certain covenants, the most re-
str .c- ive of which provide, among other things, that
;-e Cc-rpany:

'A':ii ~amtain consolidated net working capital of
3'0 000 000 and consol idated net worth, as
defined, of S10.000.000. At November 30. 1971,
consolidated net working capital and consolidated
net wo r t h , as def ined, were 516,379,867 and
Si5.996.371. respectively.

Wti l not pay cash dividends or acquire for cash any
snares of its stock m excess of 50% ol cumulative
consolidated net income, as defined, after Decem-
ber 31. 1968. At November 30. 1971, retained earn-
ings m the amount of $188.646 were free of such
restrictions.

in connection with the 7% subordinated note agree-
ments, the Company has issued warrants entitling the
holders thereof to purchase, at a price per share of
SU.51. up to 292.467 shares of the Company's com-

18

mon stock. These warrants expire January 15. 1979.

The trust mcer.ture 'jncerlymg ;.he convertible sub-
ordinated debentures provides, amono other 'hires,
that the debentures are redeemable at the Company's
option at prices ranging from 106.5% in 1971 to
100% m 1984; that annual sinking fund payments of
S325.000 are required beginning in 1976: that the
Company has an option to make additional annual
payments of S325.000 beginning in 1975 and. that tr.e
debentures are convertible into shares of common
stock at a conversion price of S10.67 per share (sub-
ject to antidilution provisions).

Note 5
COMMITMENTS AND CONTINGENT LIABILITIES
Federal income tax returns of the Company (formerly.
Golconda Mining Corporation) (or the years 1962
through 1966 were examined by the Internal Revenue
Service and an additional tax of $276.571 was pro-,
posed. A petition was filed with the Tax Court and the.
hearing has been concluded; however, no decision
has been rendered. It is the opinion of counsel that
there is no material deficiency owed by the Company..
In addition, the Company's (formerly Golconda Min--
ing Corporation) Federal income tax returns for th.ej
years 1967 through 1969 were examined and the In-
ternal Revenue Service proposed tax deficiencies.;
amounting to $70.170. The ultimate liability, if any.
for such deficiencies, is presently undeterminable. •

Note 6
EMPLOYEE BENEFIT PLANS
~*e Company has various benefit plans, including pen-
s^ons. profit sharing and executive incentive com-
:-?-sation plans covering a substantial portion of is
--cioyees. Provisions for these plans for the fiscal year
--ted November 30, 1971 approximated 5628.000
~-e pension plan is for substantially all salared
r-doyees and full-time hourly rated employees of
-.-.o divisions. Unfunded past service costs are be'ng
• .--red on a thirty-year basis: current costs are be^g
• ,-:ed as accrued. The actuarially computed value of
.-:-s:ed benefits for all plans as of August 1. 1971 rsne
~:st recent actuarial valuation date) exceeded :"-e
• :'a! of the pension funds by $4,300.000. The increase
:( .Ecoroximately $1,000.000 in such excess as com.
cared to the previous valuation date (November 30
•?^9) relates primarily to increases in benefits :•'•
. red The charges to operations for the cost :' • - • •>
re-sion plans for the years ended November 30
a--c 1970 were $527,712 and $513.969. respect.-.-• .
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Note 7
CAPITAL STOCK

Pre fe r red stock cons is ts oi 952.522 author ized
shares oi S1.00 par value or wriicn -01.273 shares are
issued and outstanding at November 30. 1971 and
738 shares of the authorized but unissued preferred
shares were reserved under a stock option plan.
During the year ended November 30, 1971, options
for 3.622 shares were cancelled.

The preferred stock is entitled to a preferential cumu-
lative annual dividend at a rate of $1.00 per share.
The shares are redeemable at the option of the Com-
pany after May 6. 1974 at S37.50 per share plus un-
paid cumulative dividends. The aggregate redemp-
tion and liquidation value at November 30, 1971 is
$15.047.737. The preferred stock has liquidation
rights over the common stock in any final distribution
and is entitled to one vote for each share held. No

dividends are in arrears.

The preferred shares are convertible into common
shares at the option of the holder at the rate of one
and one-half shares common stock for each preferred
share held. This conversion rate is subject :o anti-
dilution provisions.

Common stock consists of 7.500.000 authorized
shares, without par value, of which 2.784.375 shares
are outstanding. At November 30. 1971. 1.359.400
shares of authorized but unissued common shares
have been reserved as follows: 601.909 shares upon
conversion of preferred stock; 463.917 shares upon
conversion of the 7% convertible subordinated de-
bentures (note 4); 292,467 shares upon exercise of
warrants for the purchase of common stock (note 4);
and 1.107 under a stock option plan.

At November 30, 1971, there are 71,250 shares of
common stock held in treasury.

An analysis of the transactions during 1971 affecting preferred and common stock, additional contributed
capital and treasury stock follows:

Balance at December 1, 1970

Purchase and retirement of 47,478
shares of Preferred stock

Conversion of 1.105 shares of Preferred
stock into 1,657 shares of
Common stock

Conversion of 7% Convertible
Debentures into 186 shares of
Common stock

Purchase of 4.250 shares
of Common stock acquired

Cost of fractional shares
of Common stock acquired

Balance at November 30,1971

Preferred
Slock

$449.856

(47,478)

(1,105)

$401,273

Common
Stock

$769,217

1,105

1,988

(352)

$771,958

Additional
Contributed

Capital

$6.532,185

(651,839)

Treasury
Slock

$(485,600)

$5.880,346

(34.000)

$(519.600)

Note 8
EARNINGS PER SHARE
Earnings per common share are based on the
weighted average number of shares, 2,784,899 and
2.771.084, respectively, outstanding during each
period. The dividends paid on preferred stock of
$412,749 and $455.394 during 1971 and 1970 were

deducted in arriving at earnings available for :;
~:on stock. The effects of the convertible ere'?-
stock, stock options, warrants and converticie
ventures have not been reflected in the comc^-v
of per share data because they are antidilutive
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Number ol Shareholders. 6 000

Total Manufacturing Space. 726.000 sq. It.

Numoer ol Employees. 1.600

The Golconda Corocrat;on s an organization with a •lorr-'naticr1,
of f:nanc:ai strengths and nranufactur.ng excer-ence cec ca:eo :o
successful Cusmess expansion ana Civers:iicanon. T>» PCLT ::.-•
nerstones ot orogress >nciuae mimng interests, orccuci.cn -i
auaiily gas control Devices, versatile rood ser/ice ecj-crr-eni ana
uiiraorecision components for maior industries. Gciconca s exce -
r.enced people oroducing for expanding markets.

BUSINESS LOCATIONS

Corporate Headquarters. Ch.cago; Illinois

Golconda Mining Corporation. Wallace. Idaho

Bastian-Blassing, Inc.. Chicago. Illinois

RegO Division. Chicago. Illinois
Pioneer Astro Industries Division. Chicago. Illinois
Bastian-Blessing Division. Grand Haven, Michigan

Inttrnitiontl Loeaf/ont

L.P. Gas Equipment Co. (Licensees),
Birmingham, England

Eis'ink Bastian-Blessing
Asperg, West Germany. 20% Owned
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at a Qlance

All manufacturing divisions reported profit improvement.

International marketing efforts given new impetus.

New inter-divisional programs launched.

Profits aided by cost control at a// levels.

Two established businesses acquired.

Silver mining exploration advanced.

financial ^Highlights

FOR THE YEARS ENDED NOVEMBER 30 1972 1971 Chang*

Sale* $46,449,257 $40,484.596 Up 14.7%

Profit (before taxes) from
manufacturing operations 2,607,098 1,154.436 Up 125.8%

Profit (before taxes) from
investment operations 374,937 310,169 Up 20.9%

Nat earnings, after taxes 1,706,035 890.605 Up 91.8%

Per share basis:

Manufacturing operations, after taxes .51 .24 Up 112.5%

Investment operations, after taxes .10 .10 —

Extraordinary item — (.02) —

Less-preferred dividend requirement (.14) (.15) —

Nat aarnlnga per common «h«ra .47 .17 Up 176.5%

Other highlights:

Working capital 17,073,609 16,623,835 Up 2.7%

Stockholders'equity 2Z228.938 21,064,379 Up 5.5%

Equity per share 8.60 6.22 Up 6.1 %

Manufacturing order backlog 12,905,000 10,309.000 Up 25.2%

1
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Gordon Paul Smith
President and Cnief Executive Officer

'"Jo Our It is a pleasure to report the results of Golconda's operations for fiscal year 1972.

After becoming President on February 1, 1972. I made the following statement
to shareholders at the annual meeting held in Chicago on April 21:

"Golconda stands on the threshold of crossing over into a new era — an era
of success and excitement. We should clearly recognize, however, that the
genesis of Golconda's success must be quality performance — Quality prod-
ucts, outstanding service, competent management, profitable operations."

With this spirit of optimism, our Board and Management dedicated themselves
to carrying out a comprehensive program for improvement in corporate plan-
ning, marketing and sales techniques, production methods, customer deliveries
and service, cost controls and management teamwork.

Results? Well, they speak for themselves. The Company's 1972 sales increased
to $46.4 million from $40.5 million in 1971 — up 15 per cent. Net income in 1972
rose to $1.7 million from $891.000 in 1971 — up 92 per cent. Earnings per share
jumped to 47 cents in 1972 from 17 cents in 1971 — up 177 per cent. Included
in 1971 was a deduction of 2 cents per share for an extraordinary item related to
manufacturing operations. Manufacturing order backlog at the end of 1972 was
$12,905,000 compared to $10,309.000 at the end of 1971 — up 25 per cent.

From an operating standpoint, 1972 represented even better progress than that
indicated in the above figures. You will note in the financial statements con-
tained in this report that of the 17 cents per share earned by Golconda in 1971,
7 cents was achieved from manufacturing operations and 10 cents from net
profit on investment activity. In 1972, 37 cents was earned from manufacturing
and a similar 10 cents from net profit on investment activity. In other words,
profits from our principal business, manufacturing, quintupled in 1972 over 1971.
This comparison really reflects where the Company is headed.

Indeed, 1972 was a fine year of progress, and Golconda's sights and efforts
continue to be directed toward increased internal strength, growth potential and
profit success for 1973 and the future.
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Management
Developments

Manufacturing
Operations

The new thrust at Golconda included changes at both corporate and divisional
levels.

Our corporate staff was reduced by more than 50 per cent. The Company's
separate headquarters facility was closed, with all corporate office activities
moved into'our RegO Division building in Chicago. As a result, corporate affairs
were streamlined and brought closer to Company operations—and its costs
were cut by about 5500,000 on an annualized basis.

Manufacturing divisions were reorganized along more efficient lines and were
combined under the direction of Richard S. Sloma, who was moved up to Execu-
tive Vice President and Chief Operating Officer of Golconda. The Bastian-
Blessing Division was assigned to Rocco R. Del Presto, whose performance as
operations manager at RegO was outstanding; and Pioneer Astro Division was
put under the direction of Jack W. Hasselbring, the former successful marketing
manager of RegO. During the year, Richard H. Watson was appointed Golconda's
Vice President of Personnel and Organization Planning. Additionally, Messrs. Del
Presto and Hasselbring were promoted to Vice Presidents of Golconda as well
as general managers of their divisions.

Of the 27 key positions throughout the Company, 18 have been filled in the
past two years by promotions from within or by excellent additions from the
outside. The average age of the 27 persons in the management group is now
43.4 years, compared with 48.6 years in 1970.

New reporting systems have been designed and installed to insure that manage-
ment decisions are made on the basis of facts, not wishful thinking. Check
points also have been built into new programs so that managers can gauge
progress more accurately and commit division resources more productively.

Much of the improvement in manufacturing operations can be related to clearer
and more careful definition of divisional goals. Some of the most impressive
progress was in the synergistic, inter-divisional programs described later in
this report.

RegO Division, manufacturer of regulators, valves and control devices for LP
gas and other compressed gas and compressed air equipment, accounted for
approximately 55 per cent of Golconda's sales. The Division continued to achieve
excellent profits, and has formulated a dynamic program for growth in the future.
RegO's products are nationally known for their quality.

Anderson Copper and Brass Company, acquired by Golconda on July 1, 1972,
performed in a commendable profit manner. Anderson's comprehensive line
of high-quality compression and flared brass fittings moves through many of
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the same distribution lines as RegO products. This has been a productive
acquisition for Golconda. and it should contribute significantly to our total
future growth.

Pioneer Astro Industries Division, manufacturer of precision and ultra precision
components for missiles, aircraft, computers and similar high technology
applications, continued to have difficulty in reaching a profit level in 1972. Cut-
backs m defense and aerospace spending during the past two years have had an
adverse effect on Pioneer's operations. However, we have instituted in this Divi-
sion a new marketing strategy and a program for commercial product applica-
tions, such as the recently acquired M & M flow valve line. We expect that 1973
will see a profit turnaround at Pioneer.

Bastian-Blessing Division, which manufactures food service equipment for
McDonald's, Kresge, Woolworth and other fast food restaurants and a variety
of institutions, demonstrated considerable profit improvement in 1972. Bastian-
Blessing is recognized throughout the country as a top producer of food ser-
vice equipment.

Acquisitions The 1972 acquisitions of Anderson Copper and Brass Company and the product
line of M & M Flow Products are examples of criteria for acquisitions now formally
defined, including: marketing or manufacturing compatibility with present opera-
tions; access to new markets; availability of useful new manufacturing skills;
capable management; an established record of profitable operations; growth
potential; and a high return on our investment. It may be unlikely that any one
company could completely meet all our criteria, but the guidelines enable
Golconda to direct its search intelligently, avoiding situations which would
bring problems.

Golconda Our wholly owned subsidiary, Golconda Mining Corporation, owns or controls
Mining nearly 3,000 acres of mining property in the Coeur d'Alene Mining District of

Operation* Idaho. This District supplies nearly 50% of the nation's production of newly
mined silver. Golconda Mining is participating with Hec/a Mining Company and
Newmont Mining Corporation in the Alice Consolidated project, a program to
explore and develop mineral property held by Alice Consolidated Mines, Inc.,
located in the Coeur d'Alene Mining District. This is a relatively long-range
project and any profit potential will not be known for three or four years. Golconda
also has a 54% capital stock ownership in Alice Consolidated Mines, Inc. In
view of Golconda's substantial investments in companies interested in silver,
particularly 638,000 shares of Hecla Mining Company capital stock, it should
be noted that the price of silver increased substantially during the past year and
is presently approximately $2 per ounce. Many experts are of the opinion that
the price of silver will continue to increase over the longer term and thereby
enhance the production and earnings of silver mining companies.
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International In 1972. Golconda for the first time developed an aggressive, programmed ao-
Activities proach to international markets. New marketing ventures have been organized

in Europe and the Far East for our RegO products, and we expect soon to be
in a Far East manufacturing venture and a Latin American marketing operation.
Our plans for 1973 call for a 35 per cent increase in overseas sales of RegO
products. We also are planning a greater penetration of our Bastian-Slessmg
products and those of other divisions into international markets. Within a few
years, we expect to earn recognition as a world wide leader in our major
product fields.

Financial Capital additions m 1972 were held to approximately S825.000, because it was a
Management year when Management concentrated on the necessary re-direction of Company

operations and the exploration of profit opportunities. Now that Golconda has
attained a stronger financial position, it can support a substantially higher level of
capital investment in 1973.

About $2 million will be spent in the divisions in 1973 for new equipment and
modernization of existing facilities. In addition, close to $1 million will be com-
mitted to the first phase of a three-year expansion program of the RegO plant.
where through the use of advanced manufacturing processes we hope to in-
crease annual capacity from just under S30 million at the present time to about
S50 million within the next three years.

We also plan to spend about $1.5 million in 1973 on the creation of a brass
forging operation, to be called the Golconda Metals Division. This plant will
be responsible for reclaiming our brass scrap and forging it into brass raw
material components for manufacturing into valves, regulators and other prod-
ucts in our RegO, Anderson and Pioneer facilities. The return on our investment
in this operation will add significantly to Golconda profits once the new Division
is fully underway, which we expect to be about next September.

As one means toward improving the Company's capitalization structure, the
Board of Directors authorized in 1972 up to $750,000 of open market purchases
of the Company's preferred stock and convertible debentures. As of the end of
fiscal 1972, about $350.000 was expended for this purpose. Such purchases are
continuing into fiscal 1973.

Shareholder
and Investment

Community Relations

During the latter part of 1972. we began discussions with officials of the American
Stock Exchange regarding the possibility of Golconda's common stock being
listed on the Exchange. We are hopeful that our stock will be listed on Amex dur-
ing the early part of 1973 This would be a significant step forward, for it would
mean that daily price quotations would be carried in many more newspapers
throughout the country and it would make it more convenient for investment firms
to handle transactions.
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Outlook

Beginning in October, 1972. Golconda Management initiated a series of meet-
ings with investment analysts in major cities throughout the country. The pur-
pose of the meetings is to describe the thrust of the Company — what it is. what
it is doing, where it is going. These meetings, during which a factual presen-
tation is given and questions are answered, are continuing in 1973.

As mentioned previously, we enter fiscal year 1973 with our manufacturing order
backlog up 25 per cent. Moreover, the Company should receive a full year's
benefit in 1973 from the many marketing, operating and cost improvements
initiated in 1972.

There are problems, to be sure, as there are in any company moving forward.
For example, we are not satisfied completely with inventory levels, one division
faces a continuing need to increase its order intake, and another is very much
aware that its cost ratios and delivery schedules will have to be improved.
Overall, however, Golconda has come a long way in the last year.

The national economy appears strong, we have exciting plans, and our greatest
assets in looking to the future are the enthusiasm and dedication of our people.
Golconda is fortunate to have wholehearted cooperation from men and womenpat
all levels of responsibility, for it takes teamwork by veterans and new employees
to achieve good results. We are confident, therefore, that our targets for con-
tinued growth and profitability can be met, and by design those targets have been
made challenging.

On behalf of the Board of Directors and the Management team, I want to ex-
press our sincere appreciation to our Shareholders. We respect the fact that you
made your investment with the trust that its underlying value in the Company
would be enhanced. You have our commitment that we will do everything
possible to see that this is accomplished.

We are more than optimistic — we are confident — that the success of 1972
holds promise of higher attainments in 1973 and the years to come.

Respectfully yours,

. (D ,

February 2, 1973
GORDON PAUL SMITH
President and Chief Executive Officer

LS 000406

Golc - CDA dm - 0400



1972: ^Talent ^Plus

Richard S. Sloma
Executive Vice President.
Chief Operating Officer

The 1972 improvement in manufacturing operations con-
firmed the adage that most solutions to problems involve
working smarter and harder. The phrase Talent Plus Team-
work says much about the year's activities. Requirement
No. 1 was recognizing and using the abilities of sound de-
cision makers. No. 2 was an orderly planning process,
assuring that talented individuals work together toward chal-
lenging, realistic obiectives.

Virtually every quantitative improvement in operations is re-
lated to clearer and more careful definition of divisional
goals. Using accepted principles of management by objec-
tive, the division management teams committed to outstand-
ing "stretch ' sales and production targets, documented plans
for penetrating new markets, formulated programs for produc-
tion economies, and evaluated the profit potential of new
ventures and new products.

Each division has set new highs, too, in employee wages
and benefits. Recognizing that our corporate growth is based
upon the productivity and loyalty of each and every em-
ployee, we have made notable improvements in working
conditions. Mindful of our responsibility, we have made our
plants and offices both more pleasant and safer places to
work.

Our management philosophy is very plain. We recognize the
worth and dignity of the individual. Management has an ob-
ligation to continually provide new opportunities for individ-
ual development and to encourage each individual to take
advantage of those opportunities.

INTER-DIVISIONAL ACTIVITY

During 1972, a new, basic operational strategy was initiated.
Simply, it embodies the concept that. "The whole is greater
than the sum of the parts." Specifically, it calls for formula-
tion, documentation and implementation of inter-divisional
integration programs. The scope of the programs generated
has included all major functions to varying degrees. Market-
ing and Operations programs offer greatest growth pros-
pects; while programs related to interdivision Purchasing.
Engineering and Finance oHer considerable promise for ex-
pense control and reduction. Personnel planning, too, has
•broadened to include inter-division programs. The General
Managers of Bastian-Biessing and Pioneer Astro Industries
Divisions, for example, were previously Manager of Opera-
tions and Manager of Marketing, respectively, of the RegO
Division.

While the profit potential of inter-divisional programs will be
most noted at the corporate level, each division will remain
a profit center and each division General Manager will retain
profit and loss autonomy.

These programs, and those yet to be developed in 1973,
provide not only an enhanced profit and cash flow position
for Golconda, but more importantly, provide a strengthened
inter-division cohesion which is, after all. the basis for con-
fidence in sustained, sound corporate growth.

Golconda Metals Division

One of the most challenging 1973 programs will involve the
establishment of a new manufacturing venture, the Golconda
Metals Division, to operate in a plant now under construction.
The plant will engage in brass forging, a "first" for our
company.

It will serve the needs of the RegO, Anderson Copper and
Brass and Pioneer Astro Divisions. The forging plant is being
built adjacent to Anderson's present facility in Aisip. III., a
Chicago suburb, and is scheduled for limited production in
the third quarter. Investment will be about S1.5 million.

Combined, the Golconda divisions are the fifth largest user
of brass forgings in the United States. Considerable poten-
tial cost savings in a company owned facility arise from the
fact that significant quantities of turnings are produced within
the divisions in normal machining operations. At present,
these turnings are re-sold to suppliers at scrap prices. This
will be the chief raw material source for the new forging
operation.
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In addition. RegO and other divisions are redesigning certain
standard forgings to effect a reduction in the follow-on ma-
chining operations whicn are now performed. Preliminary
study of potential cost savings indicates that the RegO
Division will ne able to enter certain markets which are not
suii;cien:iy profitable under present circumstances.

Inter-Divisional Marketing Programs
Fiscal 1972 was the first year in which joint marketing be-
came practical Much funher work faces RegO. Anderson
and Pioneer, but the preliminary plans have been made and
objectives established. In 1973. there should be a modest
volume of Anderson products sold through RegO channels
and it is hoped that Pioneer's M&M Row Products marketing
organization will begin to handle certain RegO products. In
turn. ;he fluid power products distribution system, established
by RegO. provides nationwide channels for the M&M line not
previously available.

Inter-Divisional Operations Programs
Pioneer s program to make pressure gauges for RegO was
the first step in what will be a very active program. While each
division previously had its own "make or buy" program, it
is planned that future make/buy decisions will encompass
all units. The most immediate possibility would appear to in-
volve exchange of skills between RegO and Anderson. In
broad terms, it is planned that certain complex machining
operations will be centered in RegO's plant, regardless of the
division which requires the work, while other, less compli-
cated production tasks will be assigned elsewhere.

RssO DIVISION

All product lines contri'outed to the 25 per cent increase \n
orders received in 1972. Under a new. precisely organized
system of product line responsibility. RegO s progress m var-
ious markets can be measured more accurately. Presented
on the next page are graphs on RegO's sales by product line
and the potential which we believe is avaiiaole in each field.

Areas of 1972 progress included the following:

• A new RegO Distribution Center was established to provide
two major benefits, faster delivery to customers and better
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production scheduling. This center is building a stock of more
than i .COO different items to permit filling of all small and
medium size orcers from customers in the northeast quadrant
of ihe United States and. m turn, ordering in quantity from the
factory. The additional cost of inventory will be more than
offset by savings on longer production runs.

• Separate organizations were given the marketing respon-
sibility in compressed gas and fluid power product areas.
While RegO volume m these areas is small m relation to
liquefied petroleum gas control products, the newly organized
effort procuced significant increases in 1972.

• A system to -earn production planning supervisors with
product sales managers was another of the actions taken
which will contribute to a better record of on-time deliveries.
Lines of responsibility have been greatly simplified, thus
facilitating planning and making it far easier to project and
balance input needs with output goals.

LPG MARKET
GROWTH
RATE

CONTRACT
MARKET

GROWTH RAT!

4*6% 6-
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COMPRESSED
GAS MARKET

GROWTH RATE

INTERNATIONAL
MARKET

GROWTH RATE

FLUID POWER
MARKET

GROWTH RATE

I
6-8% 15-18% 14-16%

Targets lor improvement. RegO achieved another substan-
tial earrings increase in 1972 and continues to be the cor-
poration's largest profit producer. Partly because of a labor
shortage in certain skilled areas. RegO has encountered
higner tran desired costs for overtime, recruiting and train-
ing, ard certain other functions. The direct labor content of
certain products is a related problem, and we believe that
the installation of new production methods together with pro-
duction engineering changes can effect a lower labor unit cost
while maintaining a high quality standard.

Expansion to begin in 1973. A new "RegO 50" program
has the obiective of increasing the division's manufacturing
capacity to a S50 million annual sales level, approximately
66 per cent above the present potential. This will be a three-
year program, with 1973 capital expenditures in excess of
Si million. Much of the new equipment will alleviate the pres-
sure to recruit skills which are now in short supply in the
Chicago area. Skilled labor shortages presently inhibit sub-
stantial increases in production output levels.

ANDERSON COPPER & BRASS DIVISION

Anderson Copper & Brass was acquired on July 1. 1972. A
proven profit performer for more than a quarter century. ACS
produces and sells a broad line of brass fittings and compo-
nents. These products are a natural complement to products
offered through RegO Division's UPG and Fluid Power mar-
keting channels.

Operations were virtually at capacity when the company
became a Golconda division. The strong order intake trend
continued through the remainder of the fiscal year. As com-
pared with a comparable time period for 1971, sales and
profits both increased by 30 per cent.

One of the attractive features of this acquisition relates to the
close relationship between RegO and Anderson products,
markets, and manufacturing requirements. RegO has already
begun to market selected Anderson products. Now under
study are the questions whether certain RegO and Anderson
manufacturing operations can be combined, and. if so, would
the combination produce economies and/or an overall in-
crease in capacity. One of Anderson's major strengths is an
excellent capability to perform standard manufacturing opera-
tions. RegO, on the other hand, possesses strong capability
for complex machining. The study seeks to determine how
both strengths can be used to the fullest advantage.

Target for improvement Many Anderson Division products
are standard fittings which sell at relatively low prices. The
division is capable of making more sophisticated fittings, and
witn the input of the RegO marketing organization, manage-
ment believes the product line can be upgraded and ex-
sanded.

Outlook for 1973. The expanding economy that is forecast
for 1973 can be the basis for Anderson growth. One of the
maior markets, the mobile home industry, is continuing strong,
witn projections indicating a stable first quarter in this area
as well as others.

The opportunity to combine major purchases, particularly
raw material, with other divisions, will tend to keep cost in-
creases to a minimum. While the supply of skilled workers
remains tight, the plant is located in the center of a large
supply of industrial workers and this should tend to keep
the cost of labor competitive.

New machinery, now on hand and on order, will provide the
increased production necessary to support increased sales
effort.
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Anderson entered 1973 with a growing backlog of business
and with the same shortage of skills facing Rego. However,
division management considers these difficulties simply as
challenges. They forecast record shipments and profits.

PIONEER ASTRO INDUSTRIES DIVISION

Incoming order improvement and tight cost control produced
a near break-even fourth quarter for Pioneer Astro. To a con-
siderable extent, the final period represented the light at the
end of a long tunnel because the division's results through
most of 1972 as well as 1971 suffered from decreasing new
business from major customers in aerospace and military
hardware, due to federal budget cuts and expenditure delays.

Both government and industrial orders improved in the fourth
quarter. Pioneer has obtained new subcontracting work from
two aerospace equipment manufacturers who are among the
top seven defense contractors in the country. In non-military
work, parts business from a major manufacturer of business
machines accounted for about 10 per cent of 1972 volume.
Pioneer also made its first inroads into manufacturing com-
ponents for printing equipment, a potentially large field.

M&M Flow Products, a line of needle and flow valves for the
fluid power market was acquired on July 21, 1972. Produc-

tion, engineering and sales facilities were combined at the
Pioneer Astro Division. Thus, the market base at PAI was
broadened with proven, profitable product.

Acquisition of the M&M line marked Pioneer's entry into two
important markets, fluid power devices for industrial plant
applications and petrochemical processing equipment. These
are Pioneer's first proprietary products. A key growth strategy
supporting this acquisition is the ability to route M&M prod-
ucts through the well-established RegO Fluid Power distrib-
utor network. One of the important aspects of the M&M
program is that the existing nationwide distributor organ-
ization can market other proprietary products as Pioneer and
RegO marketing management develop them.

Targets for improvement. A three-part action program is
designed to increase 1973 volume in the face of a continuing
decline in military awards. First is a newly organized sales
effort in previously untouched markets, including construc-
tion equipment, machine tooling and printing equipment.
Second, Pioneer will be making pressure gauges and per-
haps other components for RegO products. The business was
obtained on a competitive quotation basis and Pioneer ex-
pects to attain normal profit margins therefrom. Third, it is
planned that the inter-divisional product engineering effort
will be successful in expanding the line now marketed under
the M&M name.
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Outlook lor 1973. Activity in government funded aerospace
projects m Pioneer's fields of interest appears to be at the
highest level in two years. Pioneer currently has a substantial
amount of work on optical equipment for orbiting satellites.
While military hardware volume remains low, Pioneer's over-
all billings on government funded work is expected to in-
crease considerably. In commercial work, the entire program
is predicated on a change in the division's complexion from
a special order shop to a marketing oriented organization
which identifies and works on sales opportunities. Inroads
in the industries named above, including printing and con-
struction equipment, are reasons to be optimistic as to 1973.

BASTIAN-BLESSING DIVISION

After a loss in the first quarter of fiscal 1972, accompanied
by production and delivery difficulties, the Bastian-Slessing
organization instituted a profit assurance program which pro-
duced excellent results. Each succeeding quarter saw profits
at a higher level than the preceding quarter. The division
completed the year with much improved results over 1971.

Cost reduction was a major factor in the turnaround. One,
there was a vigorous attack on field installation expenses, a
major cost item because food service equipment usually is
priced on an installed basis. Management achieved cost re-
ductions by setting installation time standards, adopting new
field labor procedures and a number of other measures.
Two, the factory cost picture was considerably improved. A
labor contract was settled within government guidelines and
the limits considered necessary for competitive operation.
Three, improved plant layout allowed for the elimination of
four leased warehouses and generated reduced overhead
expenses.

Another management action program produced a reduction
in delivery time and improvement in on-time shipments. One
of the new management reporting systems monitors delivery
promises daily with the result that Bastian-Blessing'3 credi-
bility with customers continues to improve.

Overall, management discipline has become a key phrase.
Areas of responsibility have been more clearly defined and
there is close monitoring so that both positive attainments
and unfilled commitments will be noted.

Targets for improvement In 1973, Bastian-Blessing is tak-
ing a new "value analysis" approach to competitive price
quotations on custom installations. It is intended that the
approach will bring us closer to the ideal situation—the fair-

est possible price to the customer which still provides a
satisfactory profit opportunity. Management believes it would
be desirable to eliminate certain catalogued products at the
same time other products are added to the line. Both elimina-
tions and additions would result from a very careful study
of manufacturing capabilities and profit opportunities.

Outlook for 1973. The backlog at the beginning of the new
fiscal year was S1 million higher than a year earlier. This pro-
vides an excellent start, especially considering that the first
fiscal quarter normally is the low sales quarter of the year.
Management believes that volume throughout the year will
be bolstered by an improved delivery schedule (the target
is eight weeks average installation compared with eleven
weeks in 1972), improved quoting skills, and an aggressive
sales effort. There is also indication of further improvement
in profit as a percent of the sales dollar. Finally and among
the most important subjects, there is an outlook for improved
labor productivity. Capital expenditures and motivated super-
visors blend to improve output per manhour 13

IS 000412

Golc - CDA dm - 0406



14

INTERNATIONAL ACTIVITY

Fiscal 1972 was a year when Golconda made its first aggres-
sive and organized approach to international marketing. Pre-
viously, RegQ and. to a lesser extent, Bastian-Blessing had
export sales, but did not exercise full management control
over offsnore marketing efforts.

RegO Europe, an 80 per cent Golconda owned joint venture,
was established in June of 1972 with headquarters in Brus-
sels. This company is a sales management-technical service
organization whose primary mission is to manage, initially,
the LPG product distribution system in Europe. Product
requirements in Europe are reasonably similar to the U.S.,
encouraging HegO management to believe that increased
sales of present products can be achieved through an or-
ganized effort.

' In the Par East, a second sales management-technical serv-
ice company, RegO Par East Ltd., was recently formed in
Hong Kong, also with 80 per cent Golconda ownership. An
additional Far East joint venture program, aimed at providing
a Philippine Cased manufacturing source, is now in the final
consideration stages. Full operation of RegO Philippines
Manufacturing Inc., is targeted for mid-1973. The purpose of
the venture is to produce a new competitively priced LPG
product line for use in cooking and water heating in the
home. Market surveys have shown these products to be in
maior demand in the Far East.

Latin America is the third target for RegO sales expansion.
The 1973 plan calls for the establishment of at least one joint
venture to serve one or more South American countries
which appear to have fairly immediate sales potential. The
long term plan envisions strategically located offshore manu-
facturing facilities as well as marketing organizations.

Product emphasis overseas is on LPgas control devices, the
field m which RegO is the leading U.S. company. LP gas
provides a convenient, relatively inexpensive means of home
cooking, especially in the more rapidly developing Asian and
Latin American countries.

RegO's initial capital investments in Europe and in the Far
East have been minimal, and management plans a general
strategy of modest overseas investments, with future growth
being financed from earnings.

Bastian-Blessing is also in the initial stage of a worldwide
marketing program. The division is presently engaged in a
small West German joint venture manufacturing activity, with
further European expansion planned in coordination with the
RegO Europe program. Possibilities for additional joint ven-
ture market penetration exist in Japan. Bastian-Blessing. it
will be remembered, is a major supplier to leading American
fast-food companies who now sell hamburgers in downtown
Tokyo.

Finally, there will be major efforts in 1973 to expand the over-
seas marketing of RegO Fluid Power and Compressed Gas
products, as well as the product lines of M&M and Anderson
Copper and Brass Division. Existing RegO LPG distribution
channels, including RegO Europe and RegO Far East, will be
heavily employed.

Outlook for 1973. RegO's overseas sales are budgeted for
a 35 per cent increase in 1973. While total foreign business
will be well under 10 per cent of corporate volume in 1973.
the substantial percentage increase attests to the potential
to be attained through international marketing. The economic
outlook in all major international areas is good. The RegO
Division's international distributor organization is now very
sound and for the first time, there is a Chicago-based group
to take specific responsibility for overseas development.

LS 000413

Golc - CDA dm - 0407



r c

GOLCONDA MINING CORPORATION

Golconda Mining Corporation has major interests and hold-
ings in the Coeur d'Alene Mining District, the source of ap-
proximately 50% of the silver mined in the U.S. and a sub-
stantial portion of domestic lead and zinc production. Past
mineral production from the distnct exceeds S4.5 billion at
current prices. Golconda Mining's interests in the district in-
clude mineral properties and capital • stock ownership in
several mining companies.

Golconda's most important mining holding is 638.000 shares
of Hecia Mining Company, one of the largest domestic pro-
ducers of silver, which operates mines in the Coeur d'Alene
area and is developing a large copper deposit in Arizona.
Hecla also is involved in mineral exploration projects in Idaho
and in British Columbia. Another mining interest held by Hecla
is its capital stock ownership in the newly productive Granduc
copper mine operated by Newmont Mining Corporation near
Stewart, B.C.

Silver Exploration Project
Golconda also owns 54% of the outstanding capital stock
at Alice Consolidated Mines, Inc. Mineral property owned by
Alice in the Coeur d'Alene District is being explored by Hecla
Mining under an operating lease agreement. Newmont Min-
ing and Golconda are participants in the lease agreement.

Geologic tests in 1972 produced one result which was both
unexpected and apparently favorable. It is indicated that strata
favorable for silver-lead deposition in a significant part of
Alice's property is closer to the surface than originally esti-
mated. Potentially, this could save on further development
costs.

The original exploration plan was to sink a shaft from the sur-
face. It now appears practical to tunnel horizontally from

existing property already being worked. It is hoped that further
tests will bear out this indication.

Currently, the companies with interests in Alice Consolidated
are negotiating with the owners of the adjacent property
where the tunnel would be started. If the agreement is reached
soon, as now appears likely, underground exploration could
begin in early spring. It is estimated that initial exploration
will take two years.

Silver Market Improves
World consumption of silver in 1972 again exceeded new pro-
duction. Warehouse inventories of silver m London and New
York declined substantially. The price of silver was S1.38 per
ounce at the beginning of the year and gradual// increased
to 52 per ounce by yearend in a fairly orderly market that
did not demonstrate the precipitous fluctuations of the prev-
ious year.

in August, silver price controls were removed. It appears that
weak positions in silver have been liquidated and the market
may now respond to the fundamentals of supply and demand.
Statistics compiled during the past year indicate that the actual
consumption of silver has exceeded previous estimates for
recent years. In view of the continuing gap between the ex-
panding consumption and the almost level production, we
remain optimistic as to the longer term outlook for silver.
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Consolidated Statement of Earnings
FOR THE YEARS ENDED NOVEMBER 30, 1972 1971

16

Net Sales $ 46.449,257 S 40,484.596

Cost of goods sold ; 35.917.709 31.378.760

Gross profit 10.531,548 _ 9.105.836
Selling, General and Administrative Expenses 7,374,601 7,323.989

Interest expense 993,873 1,117.336

Other (income) expense—net (444,024) _ (489.925)

7.924.450 ~ 7.951.400"

Operating profit from manufacturing operations 2,607,098 1.154,436

Investment operations (pnmarily gain on sale of investments)— (notes 1 and 2) 374,937 310,159

Earnings befo-e income taxes and extraordinary item 2,982,035 1,464,605

Income taxes (principally Federal) (note 1):
Current 960,000 370.000

Deferred 316.000 152.000

1,276.000 ~ 522.000"
Earnings before extraordinary item 1,706,035 942.605

Extraordinary item—
Provision for settlement of lawsuit related to products of operations

discontinued in 1970, net of Federal Income Tax credit of S48.000 (52.000)

NET EARNINGS $ 1.706,035 S 890.605

Year Ended November 30.
1972 1971

Per Per
Amount Share Amount Share

NET EARNINGS PER COMMON SHARE (note 6):
Earnings before extraordinary item

Manufacturing operations $1,420.625 $.51 $653,436 $.24
Investment operations (primarily gain

on sales of investments) (note 2) 235,410 .10 289.169 .10

Earnings before extraordinary item 1,706,035 -61 942,605 .34
Less—Preferred dividend requirement (398.741) (.14) (412.749) (.15)

Earnings to common shareholders before extraordinary item ... 1,307,294 .47 529,856 .19
Extraordinary item • — (52.000) (.02)

Net earnings to common shareholders $ 1.307,294 $ .47 $ 477.856 $ .17

The accompanying notes are an integral part of this statement.
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Consolidated Statement of Changes in Financial Position

FOR THE YEARS ENDED NOVEMBER 30. 1972 1971

SOURCE OF WORKING CAPITAL

From operations
Earnings before extraordinary item $ 1.706.035 S 942.605
Add expenses not requiring outlay of working capital in the period

Depreciation (note 1) 764.921 668.630
Amortization of deferred expenses 111,143 118.241
Deferred income taxes 316,000 152.000
Cost of investments sold 305.748 -160.' ~6
Working capital provided from operations,

exclusive of extraordinary item 3,203.847 2.341.622
Working capital requirement related to extraordinary loss—

net of Federal income tax credit (52.000)
Working capital provided from operations .' 3,203.347 2.289.622

Reduction of long-term notes receivable 328.554 299.477
Long-term borrowings 859,500
Surrender of life insurance policies 73.232 160.934

Total source of working capital 4,465,133 2.750.033

DISPOSITION OF WORKING CAPITAL

Reduction of long-term debt 1.825.602 1.160.478
Purcnase and retirement of preferred stock 143,832 700,422
Purchase of common stock held in treasury 34.000
Prior years tax settlement 74,707
Increase in cash surrender value of life insurance 18,829 16,541
Preferred dividends declared • 398.741 412.749
Plant and equipment acquired through acquisitions 854,271
Net additions to property, plant and equipment 624,606 1.267.194
Sundry 74,771 116.346

Total disposition of working capital 4,015,359 3.707.730
INCREASE (DECREASE) IN WORKING CAPITAL $_ 449,774 $ (957.697)

INCREASES (DECREASES) IN WORKING CAPITAL COMPONENTS:

Cash and certificates of deposit $ (445,147) S (388,729)
Notes and accounts receivable—<iet 2,269,148 (1.170.128)
Inventories 2,735,886 318.994
Prepaid expenses and sundry deposits 93.520 (25.726)

Net increase (decrease) in current assets 4,653.407 (1.265.589)
Current maturities of long-term debt 476,482 (44.457)
Notes payable (330,000) (408,267)
Accounts payable 3,164,967 (25.725)
Dividends payable (210.031)
Income taxes 568,770 147.959
Accrued liabilities 323.414 232.629

Net increase (decrease) in current liabilities 4,203.633 . (307,892)
INCREASE (DECREASE) IN WORKING CAPITAL $ 449.774 (957.697)

The accompanying notes are an integral part of this statement.
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Consolidated Balance Sheet—November30,

Assets 1972 1971

CURRENT ASSETS

Cash and certificates of deposit $ 1,810,888 S 2.256,035

Notes and accounts receivable, less allowance for doubtful receivables
(1972—552,000; 1971—$70,000) 9,982.960 7.713.812

Inventories (note 1) 15,969,824 13.233.938

Prepaid expenses and sundry deposits 208,751 115.231

Total current assets 27,972,423 23.319.016

INVESTMENTS—AT COST (notes 1 and 2) 4,159,954 4,465.702

PROPERTY, PLANT AND EQUIPMENT—AT COST (notes 1 and 3)

Buildings and improvements 4,278,903 3.634.541

Machinery, equipment and tools 10,196,141 9.620.802

Office furniture and fixtures 539,336 555.780

15,014,380 13.861,123

Less accumulated depreciation 8.373.773 7.889.620

6,640,607 5.971.503

Land 690,380 645.087

7,330,987 6.616,590

OTHER ASSETS

Excess of cost over underlying equity of net assets acquired (note 1) 4,374,476 4,374,476

Notes receivable, less current portion (1972—$165,544; 1971—5286,968) 351,291 679.845

Deferred debt expense—net of amortization 661,142 754.230

Sundry 227,691 259.052

5,614,600 6.067.603

$45.077,964 540.468,911

18
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Liabilities 1972 1971

CURRENT LIABILITIES

Current maturities of long-term debt $ 1,034,961

Notes payable—Banks (note 2) 1,591,733

- Accounts payable 5,532,090

Income taxes 907,746

Accrued liabilities 1,832,284

Total current liabilities 10,898,814

LONG-TERM DEBT (note 3) 11,193,953

DEFERRED CREDITS (principally Federal Income Taxes) 756,259-

COMMITMENTS (notes 2 and 4)

STOCKHOLDERS' EQUITY (notes 3 and 5)

Capital stock

Preferred 390,204

Common 773,055

Additional contributed capital 5,747,583

Retained earnings 15,837,696

22,743,538

Less treasury stock—at cost 519,600

22,228,938

The accompanying notes are an integral part of this statement.

$45,077,964

S 558.479

1.921.733

2.367.123

338.976

1.508.870

6,695.181

12.160.055

549,296

401,273

771.958

5,880,346

14,530,402

21,583.979

519.600

21,064,379

$40,468.911
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Consolidated Statement of Retained Earnings

FOR THE YEARS ENDED NOVEMBER 30, 1972 1971

Balance at beginning of year, as previously reported

Settlement of Golconda Mining Co. 'ax liability for the period 1962-1969.
including legal costs net of tax benefit

Balance at beginning of year—restated

Net earnings, for the period

Preferred dividends declared—S1.00 per share

$ 14.605.109

(74.707)

14.530.402

1.706.035

(398,741)

S 14.127.253

Balance at end of year $ 15.837,696

The accomoanying notes are an-integral part of this statement.

14.052.5-16

890.505

(412.749)

S 14.530.402
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Notes to Consolidated Financial Statements November30,197-2

Note 1: SUMMARY OF ACCOUNTING POLICIES

CONSOLIDATION — All operating subsidiaries are
consolidated and significant inter-company transac-
tions have been eliminated. During the year, two ac-
quisitions were made, which were accounted for as
purchases, and consequently, revenues and earn-
ings have been included from the respective dates
of acquisition in the.latter part of the year. As a result,
revenues and earnings of the Company were not
materially affected by these transactions.

INVENTORIES — Inventories are stated at the lower
of cost (determined by the first-in, first-out method)
or market. Inventories are comprised as follows:

November 30,

1972 I97T

Raw materials and
supplies $4,117,972 S 3,126.661

Work-in-process and
finished goods 11,851,852 10,107,277

$15,969,824 $13,233,938

INVESTMENTS — The Company carries its invest-
ments in capital stock of mining companies at cost.
The equity method of accounting is not appropriate
for the Company's investment (Note 2) in Alice Con-
solidated Mines, Inc. (Alice) because Alice is in a

pre-operating stage. The Company employs the av-
erage cost method in the determination of gains or
losses from sales of its securities for financial report-
ing purposes.

DEPRECIATION — For financial reporting purposes,
the Company computes depreciation on a straight
line basis over the estimated useful life of the assets.

INCOME TAXES — Provision is made for deferred
taxes which arise primarily from the use for tax pur-
poses of accelerated depreciation methods and tim-
ing differences in the recognition of investment in-
come. Available investment tax credits on capital
additions are accounted for under the "flow-through"
method. The investment tax credit and the effect of
the use of a Domestic International Sales Corpora-
tion in 1972 resulted in reduction of the current fed-
eral income tax provision of $58,000 and $15,000,
in 1972 and 1971, respectively.

RESEARCH AND PRODUCT DEVELOPMENT COST
— The Company follows the practice of expensing
research costs.

EXCESS OF COST OF ACQUIRED COMPANIES
OVER EQUITY — The amount shown on the balance
sheet arose prior to fiscal year 1971, and is not being
amortized.

PENSION PLANS—Unfunded past service costs are
being funded on a thirty-year basis; current costs
are being funded as accrued.
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Notes (Continued)

Note 2: INVESTMENTS

At November 30, investments were comprised principally of capital stock of mining companies and are as
follows:

1972 1971

Cost

Quoted
Market
Price Cost

Quoted
Market
Price

Hecla Mining Company (10% owned) (637.674
shares in 1972 and 681.857 shares in 1971) 53,372,253 $ 8,927,000 $3,678.001 S 8,864.000

Alice Consolidated Mines, Inc. (54% owned)
(4.308.020 shares in 1972 and 1971) 399,137 2,154.000 399,137 1,723,000

Other 388,564 441.000 388,564 317,000

$4.159,954 $11,522,000 $4,465.702 $10,904.000

Income from investments for the years ended November 30, is summarized as follows:

1972 1971
•Net realized gain on investment sales

Hecla Mining Company $ 585,390 $ 502,908

Other — 89,888

585.390 592,796

Other investment income 145 70

Expenses including interest of
$107,535 and $148,254, respectively (210,598) (282,697)

Investment income before
income taxes $ 374,937 S 310,169

At November 30, 1972, 344,850 shares of Hecla Min-
ing Company stock were pledged as collateral under
notes payable to banks.

Alice Consolidated Mines, Inc. (Alice) owns 1,109
acres of mining properties. Hecla Mining Company.
Newmont Mining Corporation and Alice Consoli-
dated Mines. Inc. are engaged in an exploration and
development program to be conducted by Hecla on
this property. The Company has a 20 percent partici-
pation in the pre-production costs for the exploration
and development program. The Company's expendi-
tures are expected to amount to $200,000 over a five-

year period, and to commence in 1975. The Com-
pany will receive 20 percent of the net profits, if any,
until such pre-production costs have been recovered,
and 10 percent thereafter. The realization of the cost
of the Company's investment in Alice is dependent
upon the success of the exploration and development
program.

Not* 3: LONG-TERM DEBT

Long-term debt at November 30, 1972 is comprised
of the following:

21
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Notes ^Continued)
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Note payable to bank with interest at
Vz % above prime rate; loan is re-
duced $100,000 per quarter, final
payment due August 1, 1975 $ 1,300,000

7% subordinated notes to insurance
companies payable in semi-annual
sinking fund payments of $250,000,
final payment due January 15, 1979 3.250,000

7% convertible subordinated deben-
tures due January 1, 1990

10% first mortgage note payable in
monthly installments of $28.975 in-
cluding interest, final payment due
April 1, 1990

Other

4,689,000

Less current maturities.

2,854,914

135,000
12,228,914

1,034.961
$11,193,953

The 7% subordinated notes to insurance companies
and the 7% convertible subordinated debenture
agreements contain certain covenants, the most re-
strictive of which provide, among other things, that
the Company:

Will maintain consolidated net working capital of
$10.000,000 and consolidated net worth, as defined,
of 510.000,000. At November 30, 1972, consoli-
dated net working capital and consolidated net
wor th , as def ined, were $16,662,610 and
$17.058,219, respectively.

Will not pay cash dividends or acquire for cash any
shares of its stock in excess of 50% of cumulative
consolidated net income, as defined, after Decem-
ber 31,1968. At November 30,1972, retained earn-
ings in the amount of $642,923 were free of such
restrictions.

In connection with the 7% subordinated note agree-
ments, the Company has issued warrants entitling
the holders thereof to purchase, at a price per share
of $14.51, up to 292,467 shares of the Company's
common stock. These warrants expire January 15,
1979.

The trust indenture underlying the convertible sub-
ordinated debentures provides, among other things,
that the debentures are redeemable at the Company's
option at prices ranging from 106% in 1972 to
100% in 1984; that annual sinking fund payments of

$325,000 are required beginning in 1976: that the
Company has an option to make additional annual
payments of 5325.000 beginning in 1975 and. that
the debentures are convertible into shares of com-
mon stock at a conversion price of S10.67 per share
(subject to antidilution provisions).

Note 4: EMPLOYEE BENEFIT PLANS

The Company has various benefit plans, including
pension and executive incentive compensation plans
covering a substantial portion of its employees. Pro-
visions for these plans for the fiscal year ended No-
vember 30, 1972 approximated 5660.000. The pen-
sion plan is for substantially all salaried employees
and full-time hourly rated employees of three divi-
sions. The actuarially computed value of vested bene-
fits for all plans as of December 1, 1972 exceeded the
total of the pension funds by $4,600,000. The charges
to operations for the cost of the pension plans for
the years ended November 30, 1972 and 1971 were
$546,151, and $527,712. respectively.

Note 5: CAPITAL STOCK

Preferred stock consists of 941,453 authorized shares
of $1.00 par value of which 390.204 shares are issued
and outstanding at November 30,1972 and 738 shares
of the authorized but unissued preferred shares were
reserved under a stock option plan.

The preferred stock is entitled to a preferential cumu-
lative annual dividend at a rate of $1.00 per share.
The shares are redeemable at the option of the Com-
pany after May 6, 1974 at $37.50 per share plus un-
paid cumulative dividends. The aggregate redemp-
tion and liquidation value at November 30, 1972 is
$14,632.650. The preferred stock has liquidation
rights over the common stock in any final distribution
and is entitled to one vote for each share held.

The preferred shares are convertible into common
shares at the option of the holder at the rate of one
and one-half shares common stock for each pre-
ferred share held. This conversion rate is subject to
antidilution provisions.

Common stock consists of 7,500,000 authorized
shares, without par value, of which 2,784,375 shares
are outstanding. At November 30, 1972, 1,318,336
shares of authorized but unissued common shares
have been reserved as follows: 585,306 shares upon
conversion of preferred stock; 439,456 shares upon
conversion of the 7% convertible subordinated de-
bentures (note 3); 292,467 shares upon exercise of
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Notes (Continued}

warrants for the purchase of common stock (note 3); and 1,107 under a stock option plan. At November 30.
1972. there are 71.250 shares of common stock held in treasury.

Balance at December 1,1970
Purchase and retirement ol 47,478 shares of Preferred stock
Conversion of 1.105 share* of Preferred stock into 1,657 shares of Common stock
Conversion of 7% Convertible Debentures into 136 shares of Common stock
Purchase of 4,250 shares of Common stock acquired -.
Cost of fractional shares of Common stock acquired

Preferred
Stock

$ 449,856
(47,478)
(1.105)

Common
Stock

$ 769,217

1,105
1,988

(352)

Additionil
Contributed

Capital

$6.532.185
(651.839)

Treasury
Stock

» 435,500)

(34.000)

Balance at December 1,1971
Purchase and retirement of 10,964 shares of Preferred stock
Conversion of 105 shares of Preferred stock into 157.5 shares of Common stock .
Conversion of 7% Convertible Debentures into 93 shares of Common stock
Balance at November 30, 1972

401,273
(10.964)

(105)

771.958

101
996

5,880,346
(132,763)

(519,600)

$390.204 $773.055 $5,747.583 $(519.600)

Note 6: EARNINGS PER COMMON SHARE

Earnings per common share are based on the
weighted average number of shares, 2,785,000 and
2,785,000, respectively, outstanding during each
period. The effects of the convertible preferred sto"ck,
stock options and warrants have not been reflected

in the computation of per share data because they
are antidilutive. The fully diluted earnings per share
for 1972, as a result of the effect of the convertible
debentures, would not differ materially from primary
earnings per share. The debentures were antidilutive
in 1971.

Auditors Report

Board of Directors and Stockholders Golconda Corporation

We have examined the consolidated balance sheet of
Golconda Corporation and Subsidiaries as of No-
vember 30, 1972 and 1971; and the related consoli-
dated statements of earnings, retained earnings and
changes in financial position for the two years then
ended. Our examinations were made in accordance
with generally accepted auditing standards and
accordingly included such tests of the accounting
records and such other auditing procedures as we
considered necessary in the circumstances.

In our opinion, the financial statements referred to
above present fairly the consolidated financial posi-

tion of Golconda Corporation and Subsidiaries as of
November 30, 1972 and 1971, and the consolidated
results of their operations and changes in their finan-
cial position for the two years then ended, in con-
formity with generally accepted accounting principles
applied on a consistent basis.

ALEXANDER GRANT & COMPANY

Chicago, Illinois
January 22.1973
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TO OUR
SHAREHOLDERS
We are pleased to report that Golconda in
1973, continuing to move forward on a sound
growth and profit course, achieved the highest
sales and profit levels in its history.

A strong national economy as well as the
implementation of more effective marketing
techniques and production and delivery
methods made it possible for the Company to
further penetrate the markets for its various
products. As a result, sales increased 15.3
percent, from $46.4 million in 1972 to $53.6
million in 1973. And, at the end of 1973,
manufacturing order backlog amounted to a
record $15.3 million. This provides an
excellent start for 1974.

Net income of $3.2 million in 1973 represents
a rise of 87.6 percent over net income of $1.7
million in 1972. Of this total, net profit from
manufacturing operations amounted to $2.1
million in 1973, compared to $1.4 million in
the prior year; net profit from investment
operations totaled $1.1 million, compared to
$0.3 million in 1972. The Company's net
earnings per share doubled from $0.47 in
1972 to $0.95 in 1973.
All divisions of the Company are contributing

to this sustained progress, with the RegO
Division leading the way. Although subsequent
sections of this report contain pertinent
information on each of the Company's
divisions, some of the more significant events
that took place in 1973 are summarized as
follows:

"RegO 50" Launched
Early in the year, the RegO Division
announced plans for "RegO 50," a major
expansion program aimed at reaching a
$50-million annual sales rate for the Division
by the end of 1975. RegO at present is the
largest Golconda division, accounting for 55
percent of sales. The first step in "RegO 50"
was the building of a new warehouse and
shipping facility adjacent to the Division's
existing plant in Chicago. A large portion of
this facility, now completed, is devoted to
modern storage and staging/packing/
shipping areas so that the Division can stock
a broader array of finished goods for more
competitive, off-the-shelf service to customers.

The move into the new warehouse opened
valuable manufacturing floor space in
the plant for the increased production
requirements that the Division's growth is
generating.
Further steps taken as part of the "RegO 50"

program include increasing emphasis on
better engineering of new products;
establishing Product Line Operations
Managers (PLOM), each of whom has total
profit responsibility for the manufacture and
assembly of a major product group (liquefied
petroleum gas, compressed gas, fluid power,
and contract); greater emphasis on managing
by objectives; and implementing innovative
employee relations programs.

RegO Distribution Center Created
RegO Distribution Center is a new wholly
owned distribution and sales organization.
Its business is the stocking and expediting of
shipments of RegO products for the LP gas
market in the Northeast quadrant of the
country, as well as distributing brass fittings
of the Anderson Copper and Brass Division
and other products.
The Center is a separate profit division of

the Company, with its own field and office
staff. Two Center facilities have been opened
so far: one is a 25,000-sq. ft. structure next to
RegO's manufacturing plant in Chicago, with
an initial inventory of hundreds of products .
valued in excess of $1.5 million; the second is
in Upper Saddle River, N.J., and provides
24-hour delivery to the New England and
Middle Atlantic states. Additional Centers are
planned for 1974.

Golconda Metals Division Established
In December, 1972 the Board of Directors
authorized the establishment of the new
Golconda Metals Division. This Division was
created for the purpose of recycling brass
scrap generated by the manufacturing
processes at the RegO, Anderson Copper
and Brass, and Pioneer Astro Industries
Divisions.
Ground was broken for the Division's brass

forging plant in Alsip, Illinois in January, 1973.
Nine months later the Division produced, out
of scrap, its first brass raw material products
for manufacturing use at RegO and Anderson.
Golconda Metals is a fine example of the

Company's increasing synergism; its output of
forged brass raw materials eventually will
supply Pioneer, as well as RegO and
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Anderson. The Division should help
immensely toward solving possible brass raw
materials shortages facing the Company's
three manufacturing divisions in the Chicago
area, while at the same time providing
opportunities for added profit-generation
through sales to selected outside customers.

International Activity Intensified
At mid-year, our international activities were
consolidated and broadened into a single
Golconda International Division, responsible
for developing and coordinating off-shore
operations of all Golconda divisions. This is
being accomplished through joint ventures,
representative organizations, and related
activities. To tap the potential of overseas
markets, the Division has an international
network of 46 independent distributor-repre-
sentative firms, nine licensed manufacturing
companies, and two majority-controlled joint
venture distribution operations.
Among other developments, two new equity

participation agreements were undertaken
in 1973:
• RegO Far East, Ltd.—to manage the
marketing and to provide the technical
assistance related ta Golconda products. This
is a 60-percent, Golconda-owned joint
venture.
• RegO Philippines Industries, Inc.—a
40-percent Golconda-owned joint venture
manufacturing company for LP gas products
to serve the Asian market.

Financial Management Strengthened
Heavy emphasis is being placed on financial
management throughout the Company to
closely monitor operating results on a weekly
basis, as well as to reconfirm that return on
assets is the fundamental operating
performance criterion. In the year just ended,
the return on assets from manufacturing
operations increased 25 percent over the prior
year. The Company's financial management
also is concentrating on cash flow, accounts
receivable collection, inventory controls, raw
materials availabilities and prices, internal
and external effects of the energy crisis, and
the identification of quantitative objectives as
the means for measuring the performance
of decision-making executives.

Capital expenditures totaled $3.7 million in
1973, much of that for the previously mentioned
new Golconda Metals Division facility,
establishment of RegO Distribution Center,
inauguration of the "RegO 50" program with
construction of a modern warehouse, and
installation of a manufacturing process in the
Pioneer Division to produce an essential line
of pressure gauges for RegO.

In 1973, a restructuring of the Company's
bank credit was completed and an excellent
new major banking relationship established.
The basic arrangement calls for a line of
credit availability of $2.5 million with the cost
of money equal to the prime rate. The
Company's debt-to-equity ratio continues to
improve.

Silver Market Moved Upward
Golconda—with significant holdings of
securities in silver, lead, and zinc mining,
companies and holdings of other assets
related to mining in the Coeur d'Alene Mining
District of Idaho—benefited from the increase
in metal prices during 1973. As of the
preparation of this report, for example, the
silver market continues to surge forward,
with the spot ounce price of silver being in
excess of $4.00 compared to approximately
$2.00 a year ago.

Outlook for 1974
The Company's plans for 1974 and the
immediate years ahead call for continued
growth in sales and manufacturing earnings.
As we move into 1974, however, we are
cautious in light of certain potential problems
arising in the economy. For example, the
availability and cost, but particularly the
availability, of essential raw materials could
be a problem. During 1973, the Company was
confronted with just such a problem, largely
in brass raw materials. Although the problem
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was eventually solved, it could again become
severe. Nevertheless, we have organized a
comprehensive approach toward meeting any
such unfavorable situations that might
develop in any materials essential to our
businesses.
The energy crisis, with its present uncertain

implications for the internal operations and
external markets of the Company, also poses
a threat. In this connection, we have assigned
one of our most competent and technically
qualified executives to head up a task force
responsible for examining the situation and
developing plans to cope with it.
The Board and Management, however, are

confident of the future because the Company
has been moving steadily on a solid track of
growth and profitability. Although our goals
for the years ahead are challenging, they
still seem attainable.

On behalf of the Board of Directors, we want
to express sincere appreciation to all
Golconda shareholders foryour continued
interest and confidence in the Company. We
hope you will share our feeling that a
fundamental reason the Company has
progressed as well as it has during the past
two years is the dedicated effort and

competency of its employees. No company
can attribute success solely to capital,
facilities, machines, and available markets. It
also takes people, working together in an
effective way, to employ these resources and
to achieve results. Golconda is fortunate to
have such outstanding human resources.
Yes, 1973 was a record year. But, it is in the

past. Our sights are now focused on the
attainment of higher goals in 1974.

Respectfully submitted,

Gordon Paul Smith
President and Chief Executive Officer

Richard S. Sloma
Executive Vice President and

Chief Operating Officer

January 31,1974

Richard S. Sloma (left) and Gordon P. Smith
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THE GQLCONDA STORY

Golconda Corporation is comprised of several
operating divisions—each increasingly
supportive of the other yet maintaining
individual profit center responsibility—plus
investment interests, chiefly in mining and
extractive operations. The recent thrust of
operating management's efforts has been
directed toward improving early-warning
monitoring of all activity, moving decision-
making nearer to the points of action, and
developing individual talent at every level
of the organization.

REGD DIVISION
Increased sales and profits plus the advent of
"RegO 50" dominated the year for RegO
Division (a leading manufacturer of regulators,
valves, and control devices for LP gas
and other compressed gas equipment).
"RegO 50" is an all-encompassing expansion
program with the objective of increasing the
Division's manufacturing volume to a $50-
million rate by the end of 1975. Present annual
sales are $29 million. The program was
launched early in 1973 with the announcement
of plans for a $400,000 warehousing and
shipping facility adjacent to RegO
headquarters in Chicago.
That warehouse, completed in October,

brought about substantial improvements in
customer service, manufacturing capabilities,
and storage and shipping controls. Space
formerly allocated in the plant to those
functions now provides additional production
area. Several new pieces of manufacturing
equipment will be purchased, alleviating
increased manufacturing backlogs and
unprecedented demands on production. This
new equipment (and the resultant openings of
jobs on the day shift) should facilitate the
hiring and training of people for the evening
shift Skilled-labor shortages have been an
operating obstacle for RegO, inhibiting
substantial increases in production; recruiting
and on-the-job training programs are being
intensified.
Increased production will become even more

vital in 1974 as marketing plans developed in
1973 begin to take effect. The Division expects
to generate significant new business
opportunities as it broadens its coverage of
established markets and penetrates new ones.
To help realize the objectives of "RegO 50,"

a unique, new organizational structure of
Product Line Operations Managers (PLOM)

will be invaluable. Prior to the introduction of
PLOM, plant management was organized
along the traditional, functional activities of
machining, assembly, and so on, rather than
serving the varied output requirements of
each product line as determined by market
dynamics.

Today, each PLOM is charged with
coordination of all production operations for a
given product line. He links arms (and
objectives) with each market manager. Instead
of traditional production schedules
determining sales and shipments performance,
RegO has placed first emphasis on marketing
priorities to determine production schedules
and shipments. RegO now makes what is being
sold rather than trying to sell what has been
made.

In employee relations, RegO continues to
introduce innovative motivational programs.
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One such program, Forum LXIV, is believed to
be the first of its kind anywhere. Designed
for employees who reach age 64 and enter
their last year before retirement, the program
bestows recognition, privileges, and certain
unique responsibilities. "Senators" (as Forum
LXIV members are known) do not have to
punch a time clock. They receive free lunches
and physical examinations, personal and

Applications tor RegO Division's valves and
regulators can be seen everywhere—on
storage tanks serving homes and plants, on
truck transporters, welding supplies,
compressors, lubricators, and hundreds of
others.

financial counseling on impending retirement,
and special three-day weekends during the
summer. They get a full week off with pay
and no regular work hours otherwise during
the last quarter on the job. Each "Senator"
also has the responsibility and opportunity
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of training his successor. Feedback and
productivity have proven to be most favorable.
The two major problems of 1973—raw

materials shortages and sky-rocketing
materials costs (the price of brass almost
doubled during the year)—appear to be
improving somewhat. The advent of Golconda
Metals Division will offer substantial
assistance to RegO by assuring a continuing
supply of needed brass stock.
The world energy crisis may help as well as

hinder the Division. While there may be fewer
installations of residential propane gas
facilities, RegO should experience improved
order intake from the construction of industrial-
commercial LPG facilities. The outlook is
for somewhat slower growth in the first half
of 1974 and accelerated demand in the
second half.

RegO annual growth rate by markets

4-6%

6-8%

GOLCDNDA METALS
DIVISION
Golconda Metals Division was created to
recycle brass scrap (from the RegO, Pioneer,
and Anderson Divisions) into forgings. Those
forgings are used by the Divisions in
manufacturing their products. Although not
yet in full operation, Golconda Metals has
progressed from the idea and planning stage
in December, 1972 to actual shipments of
forged parts on October 1,1973; a
record-setting period of time for so major a
project. The quality of product produced has
proven extremely high by independent
laboratory tests. The Division is presently in
production on forgings and is scheduled to

Contract

Compressed Gas

International

Fluid Power

6-8%

15-18%

10-12%
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begin aluminum die casting by the end of the
first quarter of 1974.
Golconda Metals utilizes the most modern,

proven machinery in the world. It is considered
a pioneer operation in brass recycling
... and is the first new hot brass forging
operation to go on-stream in the United States
in more than a decade.
The Division is the first user in America of an

automatic cored forging process developed
in England. The process produces less scrap,
increases productivity, reduces tooling costs,
and cuts shipping and material handling costs
substantially. A recently installed horizontal

continuous casting machine is also unique
to the United States.
Pollution control, often a problem for brass

forging plants, has been turned into an asset.
The equipment that has been installed
exceeds any known or contemplated federal,
state, or local standards and creates a usable
by-product—zinc oxide—that can be sold to
paint and pharmaceutical firms.

Recycling brass scrap into usable forgings
for RegO, Pioneer Astro, and Anderson is one
task of the newest Company operation—
Golconda Metals Division.
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REGO DISTRIBUTION
CENTERS
Historically, the RegO Division has sold LP
gas and ammonia control products in the
Northeastern quadrant of the United States on
a direct basis. In the balance of the country,
distributors have been utilized. In 1973, the
concept of the RegO Distribution Center
(RDC) became a reality, and today brings a
full-line inventory of RegO products,
Rochester gauges, and some Anderson
Copper and Brass fittings closer to the end
user through off-the-shelf delivery direct from
Golconda. Two Centers have been opened. One
is in Chicago adjacent to RegO manufacturing
facilities headquarters, housing some $1.5
million worth of products. The other (RDC II)
is in Upper Saddle River, N.J., and provides
24-hour warehouse delivery service to the
New England and Middle Atlantic states.

Advantages of this updated marketing
structure are many: improved customer
service, better inventory and turnover controls,
potential for better penetration of markets,
better production planning for the RegO
Division, and a solid distribution base in the
largest, most industrialized section of the
country.
Additional sources of income ultimately will

be realized through distribution of non-
Golconda manufactured products used in the
LP gas/ammonia market.

The 26-state Northeast quadrant of the U.S.
is covered by the new RegO Distribution
Centers In Chicago and Upper Saddle
River, N.J.

fî ip
^rjg'flgS

RegO Division Products

RegO Distribution Centers

Anderson Division Products
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ANDERSON COPPER
AND BRASS DIVISION
The year just ended was a record one for the
Division, as it exceeded goals for sales and
profits in fiscal 1973. Anderson's broad line
of brass fittings and components are in such
record-breaking demand that shipment delays
have occurred. Several steps were undertaken
in 1973 to help alleviate the delivery problem.
The capability of Golconda Metals Division
to supply brass bar stock is a big step,
offering a reliable new source for raw
materials that have been unobtainable in
many cases ... as well as making possible
better control for economical order quantities
and inventory levels. Standardized packaging
procedures—where parts will be pre-
packaged, placed on the shelf, ready to go-
are also helping solve production-timing
problems.
Anderson has expanded its screw machine

department to a partial second shift, with

plans to go to full second-shift operation in
1974. New equipment—an automatic elbow
machine and high-speed screw machines—
also should help eliminate present capacity
problems.

New sources of revenue were developed in
1973, including:
• Introducing a complete line of plastic
fittings for use with thermoplastic tubing.
• Establishing closer marketing relationships
between the Division and RegO and Pioneer, a
natural synergistic opportunity for Anderson.
Competition in the brass fittings industry is

keen. But Anderson, with its reputation for
high quality, expects to continue growing at
record rates.

Commercial (including mobile homes),
residential, or industrial—all are viable,
important markets for Anderson brass fittings.
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BASTIAN-BLESSING
DIVISION
Fiscal 1973 was a year of internal
improvements for Bastian-Blessing, which
manufactures food service equipment for
fast-food restaurants and a variety of
institutions. The internal improvements were
important not only in terms of 1973 results, but
will be even more vital to the future.
Specifically, the Division:
• Improved product delivery schedule—Two
years ago, an average of 11 weeks elapsed
from sale to delivery. Today that figure has
been reduced to 7 weeks. And in 1974, the
Division expects to reduce it even further.
The major factor in this reduction is a
reorganization of the production management
team into specific work center groups ...
each supported by in-process scheduling
performance reviews. Also, certain difficult-
to-manufacture, low-volume catalog items
have been eliminated so that standardization
procedures could be installed.
• Fully instituted value analysis—The Division
now has a fully operational value analysis
procedure that spots potential trouble areas
before an order is taken—not after it is
completed.
• Increased employee motivation—Bastian-
Blessing established several motivational

techniques in 1973, including management by
objectives as a way of business and a Senior
Citizen committee made up of its executive
committee and six selected employees who
meet monthly to discuss ways to improve
operations in the plant. The results of the
Division's activities in this area have shown
up in improved productivity, housekeeping,
safety, scheduling, absenteeism, security, and
(most noticeably) morale.
The long-standing image of the Division in

its industry as a high-quality operation was
reconfirmed in a non-Company sponsored
study by a large consulting firm that said,
"Bastian-Blessing's equipment is considered
the 'Cadillac' of the industry and they enjoy
almost 20 percent of the total market. Part of
Bastian-Blessing's success and growth is due
to its being a major supplier to the fast-food
segment of the food service equipment
industry." The report goes on to state that
Bastian-Blessing customers include such
giants as Kresge's (K-Mart), Dunkin' Donuts,
McDonald's, Friendly's, and Baskin-
Robbins.
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To assure continued input to maintain its
high reputation, the Division has reinstated a
"Dealer Advisory Council." This organization
is comprised of key dealers and generates
feedback, criticisms, and suggestions related
to products, services, marketing, pricing, and
distribution.

Fast-food restaurant installations are a
significant factor in Bastian-Blessing's
business. The Division's engineering
competence continues to dominate this
growing industry.
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PIONEER ASTRO
INDUSTRIES DIVISION
Pioneer Astro Industries Division,
manufacturer of precision and ultra-precision
components for missiles, aircraft, computers,
and similar high-technology applications,
accomplished a turnaround in earnings in
1973. Backlog at year-end was up 96 percent,
an all-time high.
The Division opened several new aerospace

accounts, including Hughes Aircraft in
California. These new accounts (as well as
new business in other areas) came about as
a result of a re-directed, aggressive marketing
program. The sales department was
completely realigned and restructured,
company sales staff relocated, and new
distributors added. Pioneer has experienced
a marked order intake increase in the area of
hard goods, particularly in space optics and
laser equipment for peace-time use. Up-to-
date printed materials (including catalogs with
in-depth technical information) were
produced. Increased promotional activity is
also underway in the area of trade shows,
seminars, and symposiums.

M&M Flow Products had its best year ever in
1973. M&M, with its full line of needle and flow
valves for the fluid power market, proved a
valuable contributor to Pioneer's sales and
profits.
The Division will continue to be active in the

military-aerospace business, although its
heavy dependence of years past on this
market will diminish. Significant new business,
for example, has been developed with
a major manufacturer of off-the-road
construction equipment as well as other
non-military oriented applications.

The energy crisis—with its resultant search
for better, more efficient means of producing
power—could prove beneficial to Division
sales. As more and more power companies
switch to nuclear reactors, demand will
increase for vital ultra-precision beryllium
components. Pioneer, as one of the leading
suppliers of these parts, intends to capture
a large share of this business.
Commercial work, particularly in the area of

business machines, also should continue to
be a major revenue producer.
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As with other Divisions, the problems of 1974
will include shortages of qualified machine
operators, skilled gauge calibrators, and raw
materials. The Division, however, has taken
steps to train new operators and is exploring
new ways to attract quality people. With the
addition of Golconda Metals Division as a
supplier, Pioneer will be in a better position to
obtain needed raw materials.

Aerospace, otf-the-road construction
equipment, nuclear power plants are but a
few of the varied markets for Pioneer Astro
Industries' ultra-high precision products.
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GOLCQNDA
INTERNATIONAL DIVISION
Sales potential for Golconda products can
be found in all major market areas of the
world, with primary concentration presently
in Canada, Europe, Asia, and Latin America.
To penetrate these markets more effectively,
Golconda has consolidated all non-domestic
activity in its International Division, a
worldwide network of 46 independent
distributor-representative firms, nine licensed
manufacturing companies, two majority-
controlled joint venture distribution
operations, and a minority interest in a joint
venture manufacturing company.
Although RegO LP gas products traditionally

have accounted for the majority of Golconda's
sales and profits overseas, emphasis in 1974
will be placed on other RegO and Golconda
products. Two significant steps in that
direction were taken in 1973 as the Division
established equity participation with:
• RegO Far East, Ltd.—A 60-percent interest
is held in this sales management and technical
services organization based in Hong Kong.
• RegO Philippines Industries, Inc.—A
40-percent interest is held in this joint venture
manufacturing company based in Manila.
RegO Philippines manufactures LP gas

products sold by RegO Far East.
Because product requirements in Europe

are reasonably similar to those in the United
States, increased efforts are underway to
more fully penetrate the European market
through Golconda's investment in RegO
Europe, a 60-percent-owned joint venture.
Additional equity participations in Brazil, the

Netherlands, and Mexico are planned for
implementation in 1974.
In short, Golconda continues to expand on its

base of RegO export sales, launching a
coordinated international program for all
Golconda products. RegO overseas sales
alone are budgeted to increase by 50 percent
in 1974. While foreign sales will be under
10 percent of total corporate volume in 1974,
the substantial percentage increase expected
in overseas business points to great potential
growth to be attained through intensified
international marketing.

Golconda products are sold around the world.
Flags on the map pinpoint the location of the
joint ventures—RegO Far East, Ltd. and RegO
Philippines Industries, Inc.—established
In 1973.

• Authorized Distributor
• Manufacturing Licensee
o Majority Owned Joint Venture
o Minority Owned Joint Venture
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GOLCDNDA MINING
CORPORATION

In the mountains of Northern Idaho is located
one of the world's most famous mining
districts—the Coeur d'Alene Mining District.
It is here that approximately 50 percent of the
United States' silver is mined, as is a
substantial portion of the domestic production
of lead and zinc. It is here also that Golconda
Mining Corporation, a wholly owned
subsidiary, manages the Company's major
interests and holdings.
These interests include mineral properties

and capital stock ownership in several mining
companies. Most important of these holdings
is 407,000 shares of Hecla Mining Company,
one of the largest domestic producers of
silver. Hecla operates mines in the Coeur
d'Alene Mining District, and is presently
placing the Lakeshore property, located in
Arizona, in production. The Lakeshore
property contains a large copper deposit.
Hecla is also engaged in mineral exploration
projects in the Western United States and
Canada. Additionally, Hecla has a large
capital stock ownership in the Granduc
copper mine, which is operated under a lease
to Newmont Mining Corporation and
American Smelting & Refining Company.
Two major developments dominated the year

for Golconda Mining Corporation—both of
which hold promise for the future.
• Worldwide mineral shortages—The
worldwide shortage of minerals—particularly
silver, lead, zinc, copper, and gold against a
backdrop of increased consumption—has
resulted in significantly increased prices for
metals. The following table illustrates these
changes.

January 1, January 21,
1973 1974 % Increase

Silver
Lead
Copper
Gold
Zinc

$2.05/oz.
.145/lb.
.505/lb.

65.20/oz.
.18/lb.

$3.907 oz.
.227 Ib.
.70/lb.

1 38.257 oz.
.327 Ib.

90.2
51.7
38.6
112.0
77.8

The outlook for these metals in 1974 is for
more of the same—monetary uncertainties,
continuing scarcity, increased consumption,
and increased prices.

In recent months there has been considerable
publicity regarding the energy crisis. Since
the United States faces an equally critical
shortage of minerals in the near future,
hopefully national policies will be formulated
to encourage the exploration and development
of domestic minerals. Only in that fashion

can the nation reduce its reliance on foreign
sources for mineral requirements.
• Underground exploration underway—
Golconda owns 4,308,020 shares (54 percent)
of Alice Consolidated Mines, Inc. capital
stock. The 1,200-acre mineral property owned
by Alice located in the Coeur d'Alene Mining
District is being explored by Hecla pursuant
to an operating lease. Newmont Mining
Corporation and Golconda are participants
in the lease agreement.
Hecla performed surface exploration on the

Alice property in 1971. A diamond drilling
program from the surface of the Alice property
was completed during 1972. Following this,
underground exploration commenced in June,
1973. This program consists of driving a
lateral approximately 2,750 ft. in length
westerly from the Morning Mine No. 6 Tunnel
into the Alice property at an elevation of 3,300
ft. Approximately 7,500 ft. of diamond drilling
from the lateral is planned to explore the area
between the Osburn and White Ledge Faults.
The initial project is scheduled to take about
two years to complete and requires a minimum
expenditure of an additional $300,000.
Golconda holds interests in an additional

1,800 acres adjoining the Alice property.
Further geologic study of this area is in
progress. In view of the increasing interest in
minerals, long-range plans for the exploration
of this property are being reviewed.

The worldwide shortage of silver has brought
increased interest in the exploration of the
Coeur d'Alene Mining District and Golconda
Mining Corporation has interests and holdings^
in several exploratory projects.
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Golconda Corporation

CONSOLIDATED STATEMENT OF EARNINGS

Year Ended November 30,
1973 1972

Manufacturing Operations
Net sales $53.568,000 $46,449,000
Cost of goods sold 40,996,000 35.917.000

Gross profit 12,572.000 10.532.000
Selling, general, and administrative expenses 8,123,000 7,375,000
Interest expense 1,101,000 994,000
Other income-net (262,000) (444,000)

8,962,000 7,925,000
Profit from manufacturing operations 3,610,000 2,607,000

Investment Operations (primarily gain on sale
of investments) (Notes 1 and 3) 1,581,000 375,000

Earnings before income taxes 5,191,000 2,982,000
Income Taxes (principally federal) (Note 1)
Current 1,485,000 960,000
Deferred 505,000 316,000

1.990,000 1,276,000
Net Earnings $ 3,201,000 $ 1,706.000

Net Earnings per Common and Common
equivalent share (Note 2)

Primary $.95 $.47
Fully diluted $.89 $.46
Average number of Common shares outstanding 2,785,000 2,785,000
Average number of Common and Common

equivalent shares outstanding 3,365,000 —
Average number of fully diluted shares 3,793,000 3,237,000

The accompanying notes are an integral part of this statement.
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Golconda Corporation

CONSOLIDATED STATEMENT OF CHANGES
IN FINANCIAL POSITION

Year Ended November 30,

Sources of Working Capital
From operations

Net earnings ...
Add expenses not requiring outlay of working capital

Depreciation
Amortization of deferred expenses
Deferred income taxes
Cost of investments sold
Working capital provided from operations

Reduction of long-term notes receivable .
Long-term borrowings
Surrender of life insurance policies

Total sources of working capital

Dispositions of Working Capital
Net additions to property, plant, and equipment
Reduction of long-term debt
Purchase and retirement of Preferred stock
Preferred dividends declared
Plant and equipment acquired through acquisitions
Sundry

Total dispositions of working capital
Increase in Working Capital

Increases (Decreases) In Working Capital Components
Cash and certificates of deposit . ...
Notes and accounts receivable— net
Inventories . . .
Prepaid expenses and sundry deposits

Net increase in current assets
Current maturities of long-term debt
Notes payable— banks
Accounts payable . . . . . . .
Income taxes . ...
Accrued liabilities

Net increase in current liabilities
Increase in Working Capital

1973

$ 3,201,000

896,000
91,000

505,000
742,000

5,435,000
48,000

52,000
5,535,000

3,714,000
990,000
81,000

385,000

149,000
5,319,000

$ 216,000

$( 582,000)
(1,070,000)
3,744,000

(20,000)
2,072,000
(139,000)

2,043,000
156,000
(30,000)

(174,000)
1,856,000

$ 216,000

1972

$ 1 706 000

765,000
111 000
316,000
306,000

3,204,000
329,000
859,000
73,000

4,465,000

625,000
1,825,000

144,000
399,000
854,000
168,000

4,015,000
$ 450,000

$( 445,000)
2,269,000
2,736,000

93,000
4,653,000

476,000
(330,000)

3,165,000
569,000
323,000

4,203,000
$ 450,000

The accompanying notes are an integral part of this statement
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Golconda Corporation

CONSOLIDATED BALANCE SHEET

At November 30,

18

Assets 1973 1972
Current Assets
Cash and certificates of deposit $ 1,229,000 $ 1,811,000
Notes and accounts receivable, less allowance for

doubtful receivables (1973-S81.000; 1972-S52.000) 8,913,000 9,982,000
Inventories (Note 1) 19,714,000 15,970,000
Prepaid expenses and sundry deposits 189,000 209.000

Total current assets 30,045,000 27,972,000
Investments-at Cost (Notes 1 and 3) 3,418,000 4,160,000
Property, Plant, and Equipment-at Cost (Notes 1 and 5)
Buildings and improvements 4,947,000 4,279,000
Machinery, equipment, and tools 13,066,000 10,196,000
Office furniture and fixtures 523,000 539,000

18,536,000 15,014,000
Less accumulated depreciation 9,078,000 8,374.000

9,458,000 6,640,000
Land 691,000 691.000

10,149,000 7,331,000
Other Assets
Excess of cost over underlying equity of net assets

acquired (Note 1) 4,375,000 4,375,000
Notes receivable, less current portion

(1973-$49,000; 1972-$166,000) 303,000 351,000
Deferred debt expense—net of amortization 570,000 661,000
Sundry 205,000 228,000

5,453,000 5.615,000
$49,065,000 $45,078,000

Liabilities
Current Liabilities
Current maturities of long-term debt $ 896,000 $ 1,035,000
Notes payable-banks (Note 4) 3,635,000 1,592,000
Accounts payable 5,688,000 5,532,000
Income taxes (Note 8) 878,000 908,000
Accrued liabilities 1,658,000 1.832,000

Total current liabilities 12,755,000 10,899,000
Long-Term Debt (Notes 3 and 5) 10,192,000 11,194,000
Deferred Income Taxes (Note 1) 1,153,000 756,000
Commitments and Contingent Liabilities (Notes 3,6, and 8) — —
Stockholders' Equity (Notes 5 and 7)
Capital stock

Preferred 383,000 390,000
Common 774,000 773,000

Additional contributed capital 5,674,000 5,748,000
Retained earnings 18,654,000 15.838,000

25,485,000 22,749,000
Less treasury stock—at cost 520,000 520,000

24,965.000 22.229,000
W9,OG5,000 $45,078,000

The accompenying notes are an integral part of this statement
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Golconda Corporation -

CONSOLIDATED STATEMENT
OF RETAINED EARNINGS

Balance at beginning of year
Net earnings for the period
Preferred dividends—$1.00 per share
Balance at end of year

The accompanying notes are an integral part of this statement.

Year Ended November 30,

1973

$15,838,000
3,201,000
(385,000)

1972

$14,531,000
1.706,000
(399,000)

$18,654,000 $15.838.000

Golconda Corporation

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
November 30,1973 and 1972

Note 1: Summary of Accounting Policies—
Consolidation—All operating subsidiaries are
consolidated and significant inter-company
transactions have been eliminated.

Inventories—Inventories are stated at the
lower of cost (determined by the first-in,
first-out method) or market. Inventories are
comprised as follows:

At November 30,
(OOO's^mitted)^

1973 1972
Raw materials
and supplies
Work-in-process
and finished goods

$ 4,928 $ 4,118

14,786
$19,714

11,852

$15,970

Investments—The Company carries its
investments in capital stock of mining
companies at cost. The equity method of
accounting is not appropriate for the
Company's investment (Note 3) in Alice
Consolidated Mines, Inc. (Alice) because
Alice is in a pre-operating stage. The Com-
pany employs the average cost method in the
determination of gains or losses from sales of
its securities for financial reporting purposes.

Depreciation—For financial reporting pur-

poses, the Company computes depreciation
on a straight-line basis over the estimated
useful life of the assets.

Income Taxes—Provision is made for
deferred taxes which arise primarily from the
use for tax purposes of accelerated deprecia-
tion methods and timing differences in the
recognition of investment income. Available
investment tax credits on capital additions
are accounted for under the "flow-through"
method (1973-3149,000; 1972-$22,000). The
investment tax credit and the effect of the
use of a Domestic International Sales
Corporation resulted in reductions of the
current federal income tax provision of
$247,000 and $58,000 in 1973 and 1972.
respectively.

Research and Product Development Cost—
The Company follows the practice of ex-
pensing research costs as incurred.

Excess of Cost of Acquired Companies
Over Equity—The amount shown on the
balance sheet arose prior to fiscal year 1971,
and is not being amortized.

Pension Plans—Unfunded past service
costs are being funded on a thirty-year basis;
current costs are being funded as accrued.

Note 2: Earnings Per Share—Earnings per
Common and Common equivalent share were
computed for 1973 by dividing net earnings
by the average number of Common and
Common equivalent (Preferred stock) shares
outstanding. The computation of earnings per
share for 1972 excludes the Preferred stock
as Common equivalent shares, inasmuch as
such stock did not have a dilutive effect for
that year.

Fully diluted earnings per share were
determined on the assumption that the
average number of Common and/or Common
equivalent shares outstanding was further
increased (to 3,793,000 shares in 1973 and
3,237,000 shares in 1972) by conversion as of
the beginning of each year of the Convertible
Debentures outstanding.
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A summary of the computation of primary earnings per share follows:
Year Ended November 30,

1973 1972

Amount

Earnings
Manufacturing operations $2,063,000
Investment operations (primarily gain

on sales of investments) (Note 3) 1,138,000
Net earnings 3,201,000

Less—Preferred dividend requirement 385,000
Net earnings attributable to

Common shareholders $2,816,000

Per
Share

$.61

.34
$.95

Amount
Per

Share

$1,421,000

285,000
1,706,000

399,000

$.51

.10

.61

.14

$1,307,000 $.47

The effect of the warrants (Note 7) has not been reflected in the computations of per share data
because it is non-dilutive.

Note 3: Investments—At Nov. 30, investments were comprised principally of capital stock of mining
companies and are as follows:

1973 1972

Cost

Quoted
Market
Price Cost

Quoted
Market
Price

Hecla Mining Company (507,327
Common shares in 1973 and 637,674
Common shares in 1972) $2,630,000 $ 7,483,000

Alice Consolidated Mines, Inc.
(54% owned) (4,308,020 shares
in 1973 and 1972) 399,000 2,671,000

Other 389,000 415,000

$3,372,000 $ 8,927,000

399,000

389,000

2,154,000

441,000

$3,418,000 $10,569,000 $4,160,000 $11,522,000

Earnings from investments for the years ended Nov. 30 is summarized as follows:

1973 1972

Net realized gain on sales of Hecla Mining Company stock $1,753,000 $585,000

Expenses including interest of $87,000 and $107,000, respectively 172,000 210,000

Investment earnings before income taxes $1,581,000 $375,000

At Nov. 30,1973, 269,850 shares of Hecla
Mining Company stock were pledged as
collateral for current and long-term notes
payable to banks (Notes 4 and 5).

Alice Consolidated Mines, Inc. (Alice)
owns 1,109 acres of mining properties.
Hecla Mining Company, Newmont Mining
Corporation, and Alice Consolidated Mines,
Inc. are engaged in an exploration and
development program to be conducted by
Hecla on this property. The Company has a

20% participation in the pre-production costs
for the exploration and development program.
The Company's expenditures are expected to
amount to $200,000 over a five-year period,
and to commence in 1975. The Company will
receive 20% of the net profits, if any, until
such pre-production costs have been re-
covered, and 10% thereafter. The realization
of the cost of the Company's investment in
Alice is dependent upon the success of the
exploration and development program.

Note 4: Short-Term Debt—The Company's
short-term debts are primarily unsecured
borrowings of $3,500,000 in accordance with
a line of credit agreement at a major Chicago

bank. The borrowing level at Nov. 30 is the
maximum available under the current agree-
ment, which provides for borrowing at the
prime rate for $2,500,000 and % % over prime
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on the balance, along with unrestricted com-
pensating balances in a range of 15% to 20%.

The remaining short-term loans of $135,000
are collateralized by 35,000 shares of Hecla
Mining Company Common stock with an
average interest rate of 9.6% and no com-
pensating balance requirements. One of the

loans with a 525,000 balance was paid on
Dec. 15,1973 and 25,000 shares of Hecla were
returned to the Company.

Maximum short-term borrowings during
fiscal 1973 (including the loan of $1,106,733
presently classified as long-term debt) was
$4,771,000.

Note 5: Long-term Debt—Long-term debt at Nov. 30, 1973 is comprised of the following:

7% Convertible Subordinated Debentures due Jan. 1, 1990 $ 4,441,000
7% Subordinated notes to insurance companies payable in semi-annual

sinking fund payments of $250,000, final payment due Jan. 15, 1979 2,750,000
10% First mortgage note payable in monthly installments of $28,975

including interest, final payment due April 1, 1990 2,790,000
Note payable to bank with interest at %% above prime rate with monthly

installments of $30,000 plus interest beginning Jan. 10,1974, final
payment Jan. 10, 1977 (collateralized by 234,850 shares of Hecla Mining
Company Common stock) 1,107,000

$11,088,000

896,000Less current maturities

Annual maturities of long-term debt for the
five years subsequent to Nov. 30,1973 are as
follows:

1974
1975
1976
1977
1978

896,000
931,000
939,000
644,000
687,000

The 7% subordinated notes to insurance
companies and the 7% Convertible Sub-
ordinated Debenture agreements contain
certain covenants, the most restrictive of
which provide, among other things, that the
Company:

Will maintain consolidated net working
capital of $10,000,000 and consolidated net
worth, as defined, of $10,000,000. At Nov.
30,1973, consolidated net working capital
and consolidated net worth, as defined,
were $16,649,000 and $20,070,000,
respectively.

Will not pay cash dividends or acquire
for cash any shares of its stock in excess

$10,192.000

of 50% of cumulative consolidated net
income, as defined, after Dec. 31,1968. At
Nov. 30,1973, retained earnings in the
amount of $1,859,000 were free of such
restrictions.
In connection with the 7% subordinated

note agreements, the Company has issued
warrants entitling the holders thereof to
purchase, at a price per share of $14.51, up
to 292,467 shares of the Company's Common
stock. These warrants expire Jan. 15,1979.

The trust indenture underlying the Con-
vertible Subordinated Debentures provides
that the Debentures are redeemable at the
Company's option at prices ranging from
105% in 1974 to 100% in 1984; that annual
sinking fund payments of $325,000 are
required beginning in 1977; that the Company
has an option to make additional annual
payments of $325,000 beginning in 1975 and,
that the Debentures are convertible into
shares of Common stock at a conversion
price of $10.67 per share (subject to anti-
dilution provisions).

Note 6: Employee Benefit Plans—The Com-
pany has various benefit plans, including
pension and executive incentive compensa-
tion plans covering a substantial portion of its
employees. Provisions for these plans for the
fiscal year ended Nov. 30,1973 approximated
$769,000. The pension plan is for substantially
all salaried employees and full-time hourly
rated employees of three divisions. The

actuarially computed value of vested benefits
for all plans as of Dec. 1,1973 exceeded the
total of the pension funds by $5,500,000. The
charges to operations for the cost of the
pension plans for the years ended Nov. 30,
1973 and 1972 were $576,000 and $546,000
respectively. In addition, the Company paid
$856,000 as its portion of the cost of the
federal government's Social Security program.
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Note 7: Capital Slock-Preferred stock con-
sists of 934,461 authorized shares of $1.00
par value of which 383,212 shares are issued
and outstanding at Nov. 30,1973.

The Preferred stock is entitled to a prefer-
ential cumulative annual dividend at a rate of
$1.00 per share. The shares are redeemable
at the option of the Company after May 6,
1974 at $37.50 per share plus unpaid cumula-
tive dividends. The aggregate redemption and
liquidation value at Nov. 30,1973 is
$14,370,450. The Preferred stock has liquida-
tion rights over the Common stock in any final
distribution and is entitled to one vote for
each share held.

The Preferred shares are convertible into
Common shares at the option of the holder at

the rate of one and one-half shares Common
stock for each Preferred share held. This
conversion rate is subject to non-dilution
provisions.

Common stock consists of 7,500,000 author-
ized shares, without par value, of which
2,785,513 shares are outstanding. At Nov. 30,
1973,1,283,498 shares of authorized but
unissued Common shares have been reserved
as follows: 574,818 shares upon conversion of
Preferred stock; 416,213 shares upon con-
version of the 7% Convertible Subordinated
Debentures (Note 5); and 292,467 shares upon
exercise of warrants for the purchase of
Common stock (Note 5). At Nov. 30,1973,
there are 71,250 shares of Common stock held
in treasury.

Preferred Common
Stock Stock

Balance at Dec. 1,1971 $ 401,273 $771,958
Purchase and retirement of 10,964

shares of Preferred stock (10,964)
Conversion of 105 shares of

Preferred stock into 157 shares
of Common stock (105) 101

Conversion of 7% Convertible
Debentures into 93 shares
of Common stock 996

Balance at Dec. 1,1972 390,204 773,055
Purchase and retirement of 6,400

shares of Preferred stock (6,400)
Conversion of 592 shares of

Preferred stock into 888 shares
of Common stock (592) 592

Balance at Nov. 30,1973. $ 383,212 $773.647

Additional
Contributed

Capital
$ 5,880,346

(132,763)

Treasury
Stock

$(519,600)

5,747,583 (519,600)

(74,044)

$ 5,673,539 $(519,600)

22

Note 8: Contingent Liabilities—During June,
1973, the Internal Revenue Service completed
its examination of the Company's tax returns
for the periods ended Nov. 30,1969, Sept. 15,
1970, and Nov. 30,1970 and proposed a defi-
ciency of approximately $120,000 (reflecting
available carry forwards).

Management of the Company and its
independent public accountants are of the
opinion that the Company will sustain its
position with regard to the primary item of
dispute (related to the timing of the losses
recorded in 1970 in connection with the sale
of the Paris, III. plant) and its reserves for
federal income taxes are adequate and that
any adjustments which may ultimately be
determined will not materially affect the
financial position or results of operations
of the Company.

The Company is one of 35 defendants in

an alleged class action by a shareholder of
United States National Bank of San Diego,
in Fred H. Harmsen vs. C. Arnholt Smith, et al..
filed on Oct. 29,1973, in the United States
District Court for the Southern District of
California. The plaintiff purports to be acting
in a derivative capacity on behalf of the
shareholders of the bank. The complaint
seeks damages and other relief on behalf of
the shareholders of the bank on account
of alleged violations of federal securities
laws, illegal loans, improper acts of the bank's
directors, and conspiracy to commit the fore-
going acts and fraud. On Nov. 27,1973, the
court entered an order staying proceedings
for a period of six months commencing Nov.
19,1973 or further order of court.

In view of the early stage of the proceed-
ings and the order staying proceedings,
counsel is not in a position to express an
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opinion with respect thereto, and an appraisal
of the Company's potential liability, or the
amount of such liability in the event that
plaintiff prevails, cannot be made. There have
not been any material transactions between
the Company and the other defendants and
the United States National Bank of San Diego,
and it is management's opinion that there are

no facts, nor have any been specifically
alleged relating to Golconda, warranting
inclusion of the Company in the complaint.
At such time as the order staying proceedings
expires or is removed by the court, the Com-
pany intends to file a motion to dismiss the
Company from the complaint.

Note 9: Fourth-Quarter Results (Unaudited)-
The financial information appearing in this
note has not been specifically audited by the
Company's independent public accountants
during the course of their examination of the
financial statements for the years ended Nov.
30,1973 and 1972.

Such information is presented in response

to an opinion of the Accounting Principles
Board of the American Institute of Certified
Public Accountants issued in May, 1973
requiring certain disclosure of fourth-quarter
results.

Sales and earnings for the fourth quarter
of fiscal 1973 were as follows:

Thirteen Weeks Ended November 30,
1973

Amount
Sales $13,387,000
Net Earnings
Manufacturing operations $ 818,000
Investment operations 341,000
Total Net Earnings 1,159,000
Less—Preferred Dividend Requirement 96,000
Net Earnings Attributable to

Common Shareholders $ 1,063,000

Per
Share

$ .24
.10

$ .34

1972

Amount
$14,713,000

Per
Share

$ 674,000 $ .24
160,000 .06

834,000

99,000

.30

.04

$ 735,000 $ .26

Fourth-quarter earnings were sufficiently
large to result in the Preferred stock becoming
dilutive in the computation of earnings-per-
share data for the year. Earnings per-share
computations as reported to shareholders for
the first three quarters of the year did not

1st Quarter
2nd Quarter
3rd Quarter

Restated
$.06
.16
.39

The sales decline in the fourth quarter of
1973 is primarily attributable to shipment
delays at customer request for the Bastlan-
Blessing Division. Total customer backlog at
Nov. 30,1973 of $15,251,000 is $2,346,000, or
18%, higher than the comparable amount at

reflect the Preferred stock as outstanding for
purposes of the primary earnings computa-
tion. Therefore, the quarterly earnings for
1973, as restated for the jmpact of Preferred
shares, and as originally reported are as
follows:

Originally Reported
$.04
.15
.44

Nov. 30, 1972.
The recording of $83,000 of investment

credit attributable to the completion of
Golconda Metals Division in the fourth quarter
is the major item contributing to the quarterly
year-to-year profit increase for manufacturing.
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FINANCIAL HIGHLIGHTS
Year Ended November 30,

1973 1972

Net Sales
Profit (before taxes) from

manufacturing operations
Profit (before taxes) from

investment operations ...
Net Earnings, after taxes

Per Share Earnings Data
Manufacturing operations, after taxes .
Investment operations, after taxes

Net Earnings Per Common and Common
Equivalent Share In 1973 and Per
Common Share in 1972 (See Note 2

$53,568,000 $46,449,000

3,610,000 2.607,000

1,581,000
3,201,000

.61
.34

375,000
1,706,000

.37

.10

% Change

up 15.3

up 38.5

up 321.6
up 87.6

up 64.9
up 240.0

Working capital

Stockholders' equity

Equity per Common and Common
equivalent share . ... .

Manufacturing Order Backlog

17,290,000

24,965,000

7.43

15,251,000

17,074,000

22,229,000

6.60

12,905,000

~i»
up

up

UD

up

1.3

12.3

12.6

18.2
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Golconda Corporation is a major manufacturer
of capital goods for diverse markets, including
gas control devices, food service equipment,
and precision components for aerospace and
other high-technology applications. Golconda
also has significant silver mining interests.
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AUDITORS' REPORT
Board of Directors and Stockholders
Golconda Corporation

We have examined the consolidated balance
sheet of Golconda Corporation and Sub-
sidiaries as of November 30,1973 and 1972;
and the related consolidated statements of
earnings, retained earnings, and changes in
financial position for the two years then
ended. Our examinations were made in
accordance with generally accepted auditing
standards and accordingly included such
tests of the accounting records and such
other auditing procedures as we considered
necessary in the circumstances.

In our opinion, the financial statements
referred to above present fairly the con-
solidated financial position of Golconda
Corporation and Subsidiaries as of November
30,1973 and 1972, and the consolidated
results of their operations and changes in
their financial position for the two years then
ended, in conformity with generally accepted
accounting principles applied on a consistent
basis.

Alexander Grant & Company

Chicago, Illinois
December 31,1973
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1969 1970 1971 1972 1973

Net Earnings After Taxes (OOO's omitted)
Q Manufacturing* • Investments

$1,800

1969 1970 1971 1972 1973
•After preferred dividend, and before extraordinary
items In 1969,'70,and'71

Net Earnings Per Share
D Manufacturing* • Investments

$.60 T^=

1969 1970 1971 1972 1973
'After preferred dividend, and before extraordinary
Iterrain19€9,'70,and'71

Manufacturing Order Backlog (in millions)
(at year end)

$14

12

10

8

6

4

2

0
not available

m
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Golconda Corpora. .JD

FIVE-YEAR FINANCIAL COMPARISON
(OOO's omitted except per-share data)

NOVEMBER 30,

Sales and earnings

Net sales
Manufacturing earnings before taxes . . . .
Investment earnings before taxes
Provision for income taxes
Extraordinary item— net of taxes
Preferred dividend requirement
Net earnings attributable to Common

shareholders . . . .

Resource growth

Manufacturing order backlog
Capital expenditures— net
Depreciation expense
Inventories
Total assets . . . .

Financial data

Working capital
Notes payable— banks and long-term debt

including currant maturities
Stockholders' equity

Per Common share data (see Note 2 of
Notes to Financial Statements)

Manufacturing earnings after taxes
and Preferred dividends ...

Investment earnings after taxes
Extraordinary item
Net earnings
Stockholders' equity (including Common

share equivalents)
Average number of Common shares

outstanding

Ratios and percentages

Current ratio
Return on stockholders' equity (after

extraordinary Item)
Return on invested capital (stockholders'

equity plus long-term debt) (after
extraordinary item)

Manufacturing data

Return on sales (before extraordinary item
and Preferred dividend)

Return on assets (before extraordinary item
and Preferred dividend)

Change in sales
Change in earnings after taxes (before

extraordinary item and Preferred
dividend)

1973

. $53,568

. 3,610

. 1,581
(1,990)

(385)

. 2,816

. 15,251

. 3,714
896

19,714
. 49,065

. 17,290

. 14,723
24,965

.61
. .34

. .95

. 7.43

. 2,785

. 2.4

. 13.6%

. 9.3%

3.8%

5.0%
. 15.3%

45.2%

1972

$46,449
2,607

375
(1,276)

(399)

1,307

12,905
625
765

15,970
45,078

17,074

13,821
22,229

.37

.10

.47

6.60

2,785

2.6

7.9%

5.1%

3.1%

4.0%
14.7%

117.4%

1971

$40,485
1,155

310
(522)
( 52)
(413)

478

10,309
1,267

669
13,234
40,469

16,624

14,640
21,064

.09

.10
(.02)
.17

6.22

2,785

3.5

4.2%

2.6%

1.6%

1.8%
(11.7%)

(23.1%)

1970

$45,865
1,745

22
(835)
(995)
(456)

(519)

not
available

701
868

12,915
42,247

17,582

16,253
21,393

.14

.03
(.36)
(.19)

6.18

2,771

3.5

(0.3%)

(0.2%)

1.9%

2.3%
5.0%

(26.8%)

T C 1

1969

$43,676
2,445

349
(1,284)

280
(486)

1,304

not
available

854
922

15,792
42,670

14,980

15,772
22,374

.25

.13

.10

.48

6.52

2,727

2.5

8.0%

5.6%

2.7%

3.2%
11.3%

59.8%
r\nn/«<l



GOLCONDA'S CREED

"Dedicated to the Quest for Excellence"

• To respect the confidence shown in our Company by investors, and to demonstrate this
respect by striving to enhance the underlying value of their investments.
• To clearly recognize that the seeds for producing success can only be carried and cultivated
in outstanding performance.
• To produce quality products that will be highly competitive in their respective market places,
and which at the same time, will be profitable to the Company.
• To perform in such a manner that our customers will be assured of our viability, vitality,
growth potential, and resourcefulness, and thereby to enhance our competitive attractiveness
to potential new customers.
• To develop and maintain an efficient teamwork approach throughout the organization in
order to facilitate success.
• To create a pleasant environment and to foster inner pride for our employees who make
possible the Company's success.
• To imaginatively plan and program the Company's essential growth through sound expansion
of its current operations, as well as through the development of attractive and compatible
new businesses.
• To earn and retain a recognized place of integrity, prestige, and success on the American
business scene, and to serve as a full industrial participant in the betterment of our Nation's
economic, social, and environmental standards of living.
• To communicate the Company's results and plans to our shareholders, the financial community,
public agencies, and the general public in a factual, conservative, and straightforward way.
• To dedicate the Company to a determined effort for achievement of these goals, and to make
our quest for excellence never-ending.

Adopted by Board of Directors
March 23,1972

Divisions of Qoteonda Corporation • RegO, 4201 West Peterson Avsnue, Chicago, Illinois 60646,
(312) 685-1121 • Bastion-Blessing, 422 North Griffin, Grand Haven, Michigan 49417, (616) 842-7200
• Pioneer Astro Industries, 7401 West Lawrence Avenue, Chicago, Illinois 60650, (312) 867-7500
• Anderson Copper and Brass, 3800 West 127th Street, Alslp, Illinois 60658, (312) 597-3728 • Golconda
Metals, 12630 Hamlln Court, Alslp, Illinois 60658, (312) 821-6726 • International, 4201 West Peterson
Avenue, Chicago, Illinois 60646, (312) 685-1121 • Wholly-Owned Subsidiaries (Divisions) • RegO
Distribution Center, Inc., 120 Pleasant Avenue, Upper Saddle River. New Jersey 07458, (201) 327-6010
• Golconda Mining Corporation, Scott Building, Wallace, Idaho 83873, (208) 752-1131 • Golvest
Corporation, Terminal Annex, Spokane, Washington 99220

rOLCO\OA CORPORATO/S/ LS 000454
4201 West Peterson Avenue, Chicago, Illinois 60646 • 312/685-0600
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GOLCONCDA CORRORX\T/O/S/
«eoi WEST PETERSON AVENUE • CHICAGO.ILLINOIS BOB+B • sie/aas-aeaa

April 15, 1975

TO OUR SHAREHOLDERS

The year 1974 is recorded as a year of significant change, both
within our company and in the business condition of the markets
that we serve. The most apparent change is the attached copy of
our 10-K Report rather than the previously used Annual Report
formats. Recent changes of disclosure rules led your management
to the decision that the 10-K Report represented maximum disclo-
sure at the least expense. The extensive detail in the 10-K
precludes the need of a lengthy cover letter. It is hoped that
you find this change useful as well as interesting.

Early in 1974, Cerro Corporation obtained ownership of approxi-
mately 85% of the voting control of Golconda Corporation.

In February, 1975, Golconda Corporation entered into a contractual
agreement for the sale of the Bastian-Blessing Division to Page-Mill
International Corporation and the closing occurred in early April.

Negotiations for the sale of the business of the Pioneer-Astro
Industries Division are in progress.

Details of these transactions and results from on-going operations
are presented in the accompanying 10-K Report. The on-going opera-
tions will consist of the RegO, Anderson Copper and Brass, and
Golconda Metals Divisions.

The sales decrease in 1974 was caused by several principal factors;
generally depressed business conditions, uncertainty of price and
supply of propane compounded by initiation of numerous governmental
requirements, diminishing rate of housing starts, and high interest
rates.

The impact on earnings caused by the volume decrease was somewhat
softened by successive cost- and expense-cutting programs during
the year. Earnings were also impacted by reserves established
against inventories, receivables and for the disposition of cer-
tain machinery and equipment.

Despite the interruption of the pattern of continuing growth, our
relative strength in our markets has not diminished. The emphasis
on expense reduction and working capital reduction has been achieved
without significant loss of resiliency. Your management remains
confident of the ultimate successful resumption of growth from a
combination of general recovery of demand in our traditional markets
and the introduction of new products, some for our present markets
and some for new markets.

LS 000456
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The table below presents financial highlights:

Net Sales, from continuing
operations

Net Earnings (Loss):
From continuing operations

Manufacturing
Investments

From discontinued operations

Net

Net Earnings (Loss):
Per Share
From continuing operations

Manufacturing
Investments

From discontinued operations

Net

Working Capital

Stockholders1 Equity

Stockholders' Equity Per Share

For the Year Ended
December
31. 1974

November
30. 1973

$34.800.000 $36.196.000

$ 471,000 $ 1,936,000
7.032.000 1.168.000
7,503,000 3,104,000

C 1.942.000)

$ 5.561.000

97.000

3.201,000

.14 $
2.09
z.zi

( .57)

.57

.35

.92

.03
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The following table presents the quarterly high and low
prices of Golconda stock for the past two years as reported
by the Pacific Coast Stock Exchange where the stock is traded:

Period

1973
First Quarter
Second Quarter
Third Quarter
Fourth Quarter

1974
First Quarter
Second Quarter
Third Quarter
Fourth Quarter

Common Preferred
\ Low High Low

8-1/4
6-1/2
5-5/8
5-1/2

8 -7 /8
8-5 /8
8
4-1/8

5-7/8
4
4
3-1/2

4
7
4
3-1/8

14
13-1/8
12-5/8
12-1/8

16
16-5/8
12-3/4
10

12
10-1/4
11-3/8
11-1/4

11-3/8"
12-3/4
10
9-1/2.

No dividends have been paid on the Common stock in the past two
years. A dividend of 254 per share has been paid each quarter
on the $1.00 Cumulative Convertible Preferred stock.

Richard S. Sloma
President $ Chief Executive Officer
RSS:rr
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GOLCONDA CORPORATION

DIRECTORS

Name

Paul J. Bennett

R. M. Dunn

Wray Featherstone

David A. Gardiner

Harry F. Magnuson

Robert A. Pritzker

Frederick F. Schauder

Richard S. Sloma

Gordon Paul Smith

Peter D. Weisse

Principal Occupation and Business

Vice President and Controller
Cerro Corporation
New York, New York
(Diversified Manufacturer)

Director and Chairman Executive Committee
of Ozark Airlines, Inc.; Chairman of the
Board, Ken-A-Vision Manufacturing Co.,
Kansas City, Missouri (Manufacturer)

President of Subsidiary,
Golconda Mining Corporation
Wallace, Idaho

President, Cerro Metal Products,
Div. of Cerro Corporation,
Bellefonte, Pennsylvania

Certified Public Accountant
Wallace, Idaho

President, Cerro Corporation
New York, New York;
President, The Marmon Group, Inc. (Michigan
Chicago, Illinois
(Diversified Manufacturer)

Vice President-Finance and Treasurer;
Vice President and Controller
Manufacturing Group
Cerro Corporation
New York, New York

President

Chairman

Vice President - Manufacturing Group
Cerro Corporation
New York, New York
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SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K

ANNUAL REPORT

Pursuant to Section 13 or 15(d) of the

Securities Exchange Act of 1934

For the Year Ended
December 31, 1974 Commission File No. 811-1342-3

GOLCONDA CORPORATION
(Exact name of registrant as specified in its charter)

Idaho 82-0122540
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)

4201 West Peterson Avenue, Chicago, Illinois 60646
(Address of principal executive offices)(Zip Code)

Registrant's telephone number, including area code (312) 685-0600

Securities registered pursuant to Section 12(b) of the Act:

Title of Each Class Name of Each Exchange on Which Registered

$1.00 Cumulative Pacific Coast Stock Exchange
Convertible Preferred
Stock

Common Stock Pacific Coast Stock Exchange
Spokane Stock Exchange
Inter-mountain Stock Exchange

Securities registered pursuant to Section 12(g) of the Act:

Title of Class

7% Convertible Subordinated Debentures Due January 1, 1990

Indicate by check mark whether the registrant (1) has filed all
annual, quarterly and other reports required to be filed with the
Commission, (2) haa been subject to the filing requirements for
at least the past ninety (90) days.

Yes X

No
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Item 1 HISTORY AND BUSINESS

The business of the Company consists of two principal clas-
sifications: (i) the manufacturing and marketing of valves, fittings,
regulators and other controls for pressurized gases and the engineer-
ing and manufacturing of precision components and assemblies for use
in aerospace vehicles, military and commercial aircraft, computers,
and a variety of other industrial and commercial products, and (ii)
the participation through stock ownership and other means in mineral
resources, exploration and development. In February, 1975 the Com-
pany sold its division which was engaged in the design, manufacturing
and marketing of modular and custom kitchen, cafeteria, and restaurant
equipment for commercial and industrial feeding operations.

The Company was incorporated in 1927 in the State of Idaho as
Golconda Lead Mines. From 1928 until 1957 it operated a mine and a
flotation mill located in the Coeur d'Alene Mining District of Idaho.
In 1957 the combination of declining metal prices, rising costs, and
the exhaustion of the then known ore reserves resulted in the closing
of the mine. The mill treated ores of other mines on a contract
basis until 1960. The name of the Company was changed in 1962 to
Golconda Mining Corporation.

In 1957 the Company began a program of acquiring mining compan-
ies and properties in the vicinity of the Osburn Fault between
Wallace and Mullan, Idaho, an area known as the Golconda Area. As
a result of its holdings and securities in other mining companies,
it came within the definition of an investment company as that term
is defined in the Investment Company Act of 1940. In February, 1966
the Company's registration as a non-diversified closed-end management
investment company under that Act became effective. It continued as
such until March, 1971 when it was deregistered following a change
in the nature of its business which occurred when Astro Controls,
Inc. was merged into the Company on September 15, 1970 at which time
the name of the Company was changed to Golconda Corporation,'its
present title.

Astro Controls, Inc. was organized under Delaware law on May 6,
1969, pursuant to an Agreement of Consolidation among Pioneer-Astro
Industries, Inc., an Illinois corporation organized on April 27,
1946 and The Bastian-Blessing Company, an Illinois corporation
organised on May 9, 1908.

Controls and Related Equipment

Through ita RegO Division, the Company designs, develops, manu
factures and markets: (a) pressure regulators, valves and other
control equipment for LP-gaa and anhydrous ammonia; (b) pressure
regulators, cylinder valves, manifolds and other control equipment
for atmospheric and other compressed, liquefied and dissolved gases
(c) gas welding and cutting equipment; (d) medical oxygen and
chemical equipment; (e) electric welding products; (f) pneumatic
control devices for the fluid power industry; and (g) cylinder
valves and regulators for self-contained breathing apparatus. A
common characteristic of RegO Division products is the control or
regulation of the flow of gases either into or out of containers
in which the gases are stored, or into piping systems. RegO products
are designed for a wide variety of gases and temperature and pressure
extremes. Products for use with cryogenic gases are required to
withstand temperatures as low as minus 320* P. Depending on the
application, RegO equipment is designed to regulate pressures from
a few ounces to 10,000 pounds per square inch.

RegO Division products are sold nation-wide and, to a limited
extent, abroad. These sales are made by a combination of twelve
full time RegO salesmen, and three hundred and eleven distributors Iocs:--:
primarily in the United States and some abroad. RegO also distributes
a substantial number of catalogs to LP-gaa marketers and anhydrous
ammonia dealers throughout the country. In 1974, the largest customer
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of this Division accounted for 10% of its sales and its five largest
customers accounted ;or about 33% of its sales.

Through its Anderson Copper and Brass Division (Anderson) , the
Company manufactures and markets a line of f i t t i ngs for use wi th
copper tubing. Included in the product line are f lared f i t t ings ,
compression fit t ings, inverted flare, double compression and brass
pipe f i t t ings , as well as garden hose and air hose f i t t ings . A
catalog of standard items is issued, but orders are solicited for
special items of a related nature. Designed for use with a variety
of gases and liquids, the primary application is in the plumbing
industry.

The Anderson Division manufac tur ing operations, located in
Alsip, Ill inois, consist pr imari ly of screw machine and chucking
machine operations, the raw material being exclusively brass rod
and brass forgings. The Division purchases other components, such
as valves and tubing tools, and o f f e r s them for sale to its customers
also.

Brass fittings manufactured by the Anderson Division are sold on
a nation-wide basis by twenty-four manufacturer ' s agents who service
approximately eight hundred accounts. A limited amount of sales are
abroad. In 1974, the largest customer of the Division accounted for
8% of its sales and its f ive largest customers accounted for about
30% of its sales.

Historically, the RegO Division has sold LP-gas and ammonia
control products in the Northeastern quadrant of the United States
on a direct basis. In the balance of the country, distributors
have been utilized. In 1973, the concept of the RegO Distribution .,-
Center (RDC) , a new division, was adopted to bring a full-line
inventory of RegO products, Rochester gauges, selected Anderson
Copper and Brass fittings and other LP-market related products in- .*•
eluding pumps, hose, paint, etc., on a resale basis closer to the .<i
end user through off-the-shelf delivery direct from Golconda. Two
centers are in operation. One is in Chicago adjacent to RegO manu-
facturing facilities headquarters, housing some $1,000,000 worth .-x
of products. The other (RDC II) is in Upper Saddle River, N . J . ,
and provides 24-hour warehouse delivery service from its one-half
million dollar inventory to the New England and Middle Atlantic stares...

Through its Pioneer Astro Industries Division, the Company is ~
engaged in the engineering and manufacture of precision and ultra-
precision components and assemblies or subassemblies for direct use
in space optics and laser equipment, missiles, space vehicles, f i re
control equipment, ground support devices, radar and tracking de-
vices, other products associated with national defense, commercial -•
aircraft , computers, vehicles and other industrial and commercial _
products. Products include: (a) gear box housing and covers for r2-.
jet engines; (b) housing and frames for inertial guidance equipment j'̂ gte .̂-T '̂
(c) shafts, rotors, and drive plates for air bearings; (d) stator *"
torque tubes; (e) inner cylinders for commercial aircraft; (f)
boxes for atomic submarines; (g) war heads for two classified mis-
sile projects; (h) beryllium housing, discs, head plates and lens
cells for NASA; and (i) frames and supports for computers. The
Division has sought to expand its sales of products which are not
military/aerospace oriented. The acquisition in 1972 of a line of
needle and flow valves for the fluid power market and the establish-
ment during 1973 of the capability to manufacture pressure gauges
for use primarily by the RegO Division will enable Pioneer to f u r t h e r
limit the military/aerospace dependency- In 1974, the largest cus-
tomer of the Division accounted for 15% of its sales and its five
largest customers accounted for about 47% of its sales.

All of the sales of Pioneer Astro Division for Government end
use are pursuant to fixed price contracts. The Renegotiation Act
of 1951, as amended, makes subject to renegotiations by the Govern-
ment all profits realized under Government contracts. Approximately
68% of Pioneer's sales in 1974 were subject to renegotiation.
Pioneer does not anticipate an adjustment of profits from renegoti JT, :••
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sales for the year, but it cannot offer any assurance as to the
outcome of renegotiation proceedings.

Golconda Metals Division was created in 1973 to recycle brass
scrap (from the RegO, Pioneer and Anderson Divisions) into machining
rod and forgings. Those products are used by the Divisions in manu-
facturing their products. The quality of product produced has been
proven by independent laboratory tests. The Division has experienced
substantial difficulties in attaining satisfactory levels of pro-
duction. This had the effect of adversely affecting earnings during
1974. Efforts are still underway to correct the situation. The
Division is presently in partial production on forgings and aluminum
die castings.

The Division uses an automatic cored forging process developed
in England. The purpose is to produce less scrap, increase produc-
tivity, reduce tooling costs, and cut shipping and material handling
costs. These objectives, however, have not yet been fully realized.

Mining Activities and Investments

Through its Golconda Mining Division, the Company is engaged in
mineral exploration and developments through capital stock holdings
in affiliated companies and operating lease agreements with affiliates
for the exploration and development of certain properties. The Divi-
sion has not engaged in direct mining, milling, or exploration work
since 1960. The Division is headquartered in Wallace, Idaho, in
what is known as the Coeur d'Alene District. During the year,
Golconda disposed of its entire holdings of the shares of Hecla
Mining Company.

Golconda owns 54% of Alice Consolidated Mines, Inc., a company
owning 1,109 acres of mining property to be explored with Hecla
under an operating lease agreement. By the terma of the lease,
Hecla will perform specified exploration and development work in
the area. If exploration proves successful, by terns of an agree-
ment dated April 3, 1970, Golconda will share 20% of the .pre-
production costs of development, and receive 20% of the net profits,
if any, from Hecla's operation of the exploration. After Hecla and
Golconda have recovered their respective shares of pre-production
costs, net profits from operations will be divided as follows: 50%
to Alice Consolidated, 40% to Hecla and 10% to Golconda. Some ex-
ploration has taken place, but no significant developments have
occurred. Golconda's share of pre-development costs are expected
to total $200,000 over a five-year period, and to commence in 1975.

Competition

Golconda Corporation is subject to intense competition from a
large number of firms in each of the fields in which it is engaged. ^
Competition varies from older and larger firms having greater fi-
nancial resources than Golconda to small local and regional competito*
which have advantages deriving from proximity to local markets. RegO
Division's principal market is the LP-gas industry, and RegO is a
significant supplier of LP-gas equipment. There are many large and
small machine shop and machine tool firms competing with the Pioneer
Astro Division for available business. In addition, major defense
and aerospace firma are competing for business which may have
formerly gone to the small firms. The principal factor affecting
Golconda Mining Corporation's business is the price of silver in
the world and domestic markets. Development of the mining property
interests held by Golconda will be primarily influenced by increases
in the price of silver.
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As of December 31, 1974, the Company's backlog of orders totaled
3 9 , 5 7 0 , 0 0 0 , substant ia l ly all of which is excected to be -il led in
1975. At November 30, 1973, the end of the prior fiscal year , back-
log amounted to 5 1 5 , 2 5 1 , 0 0 0 . Backlog amounts are not necessarily
indicative of sales for subsequent periods.

Materials

The Company's manufacturing activities obtain their materials
and components from commercial sources. During 1974, Golconda exper-
ienced basic material problems resulting from shortages in the economy.
Added costs were incurred to obtain materials and insure availability.

In the case of the mining part of the business, the discovery of
silver ore bodies on its related properties would obviously be of
benefit to the value of the Company's holdings of land and mining
securities, but since the Company does not at the present time operate
any mines, it is not to that extent dependent upon the discovery of
ore bodies and the available supply of silver.

Research and Development

The dollar amount of expenditures during the last fiscal year
relating to the development of new products or the improvements of
existing products was not material.

Number of Employees

The Company has approximately 1,075 full-time employees, of which
60 are in executive and managerial positions, 100 are engaged in pro-
fessional, administrative and sales work, 115 are office and clerical
and the remaining balance of 800 consists of factory, warehouse and
other production-related personnel.

Energy Shortage

The energy shortage through its effect on materials suppliers had
an adverse impact upon the Company's manufacturing operations and its
sales and customer orders. To the extent that a pronounced long-term
shortage adversely affects the economy in general and/or sales of LP-
gas in particular, its impact upon the Company's operations could be
significant. The extent, if any, to which manufacturing operations
will have to be curtailed will depend on the severity of the shortage
and the manner in which fuel is allocated to the various sectors of
the economy.

Environmental Matters

The Company is subject to environmental regulation by federal,
state and local authorities. There are no known material expenditures
required of the Company for pollution control equipment under appli-
cable environmental laws, for any of our long-standing operating
divisions. The establishment of the Golconda Metals Division in 1973
required expenditures for pollution control. The Division has instal-
led equipment which it is believed meets or exceeds known federal,
state or local standards.

Line of Business Information

Golconda'3 continuing manufacturing operations are and have
been for the last five years, engaged in only one line of business—
the production and sale of controls and related equipment.
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GOLCONDA CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF EARNINGS, JUJTAINED
EARNINGS AND ADDITIONAL CONTRIBUTED CAPITAL

The following consolidated statements of earnings, retained earnings and
additional contributed capital for the years ended November 30, 1973 and
December 31, 1974 have been examined by independent certified public ac-
countants whose reports are included elsewhere herein. In the opinion of
management, the consolidated statements of earnings, retained earnings and
additional contributed capital for the three years ended November 30, 1972
include all adjustments (consisting of normal recurring accruals) necessary
to a fair presentation of such statements.

CONSOLIDATED STATEMENT OF EARNINGS
(In thousands except

(Not
Net sales from manufactur-

ing operations (B) (F)
Cost of goods sold

Gross profit from manu-
facturing operations

Selling, general and
administrative expenses

Interest expense
Other income - net

Profit from continuing
manufacturing operations

Investment (D)
Earnings from continuing
operations before income
taxes

Income taxes (E)
Current
De f erred -pro vis ion
(benefit)

Earnings from continuing
operations

Discontinued operations (B) (F)
Earnings (loss) from
discontinued operations
Income taxes (benefit)

1970 (C)
covered

$29,282
22,507

6,775

5,333
1,158
( 251)

6,240

535
220

755

352

( 30)
377

433

1,012
513
T5T

per share data)

Fiscal Year Ended
November 30 ,

1971 1972 1973
by auditors' report)

$24,837 $29,554 536,196
18,190 21,984 26,314

6,647 7,570 9,882

4,727 4,641 6,027
1,117 994 923
( 609) ( 577) ( 425)

5,235 5,058 6.525

1,412 2,512 3,357
458 483 1.668

1,870 2,995 5,025

536 966 1,416

152 316 505

1,182 1,713 3,104

( 405) ( 13) 166
( 166) ( 6) 69
1 — 77T) T 7) 97

Dec. 31,
1974 (A)

$34,800
27,397

7,403

6,402
1,274
( 943)

6,733

670
10,266

10,936

1,670

1.763
3,433

7,503

507

(Loss) on sale of Bastian-
Blessing Division:
Applicable to net assets
of division (less appli-
cable income taxes of
$950)
Applicable to goodwill
written off (no tax
benefit)

Earnings before extraordinary
items

Extraordinary items (net
of Federal income taxes)(F)

Net Income (Loss)

Weighted average shares
outstanding (G):

Common

Common and Common
Equivalent

( 950)

( 2 3 9 )

943

52)

891 $ 1,706 $ 3,201

2 , 7 8 5

3
S
§
C/2

(continued/
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F i scal Vear Ended

Primary Earnings Per Share:
From Continuing Operations
Manufacturing
Investments

Discontinued Operations

Less: preferred
dividend requirement

Earnings before extraordinary
items

Extraordinary items

Net income (loss)

Fully Diluted Earnings

Dividend per common share (H)$

s

s
$
s

1970 (C)

.09

.07

.16

.18

.34

.17

.17

( .36)

( .19)

( .19)

^12

November
1971

$ .29
.13

".12
( . 08)

.34

.15

.19

<_^2>

S .17

S .17

S -_

30,
19T2

S .49
.12
.61
-

.61

.14

.47

-

S .47

$ .47

$__^_

1973

S .57
.35

-.92
.03
.95

_

.95

-

S .95

5 .89

$ -

Dec. 31,
1974 (A

S .14
2.09
2 . 2 3

( . 5 7 )
1.66

.

1.66

-

$ K 66

$ 1.52

$ i_

Note: See Note 2 of Notes to Consolidated Financial Statements.

The accompanying notes are an integral part of this statement.
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Primary Earnings Per Share:
From Continuing Operations
Manufacturing
Investments

Discontinued Operations

Less: preferred
dividend requirement

Earnings before extraordinary
items

Extraordinary items

Net income (loss)

Fully Diluted Earnings

Dividend per common share (H)$

Fiscal Year Ended

5

S

$

$

1970 (C)

.09

.07
~TT

.18

.34

.17

.17

( .36)

( .19)

.12

November
1971

$ .29
.13

~TT
( .08)

.34

.15

.19

( . 02 )

S .17

. $ .17

S -

30 ,
1972

S .49
.12

TgT

.61

.14

.47

S .47

$ .47

$ -

1973

$ .57
.35

.03

.95

.95

$ .95

$ .89

5 -

Dec. 31,
1974 (

S .14
2 . 0 9

( !S7)
1 .66

1.66

$ 1.66

$ 1.52

$

Note: See Note 2 of Notes to Consolidated Financial Statements,

.The accompanying notes are an integral part of this statement.
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GOLCONDA CORPORATION AJ1D SUBSIDIARIES
NOTES TO CONSOLIDATED STATEMENTS OF EARNINGS, RETAINED

EARNINGS AND ADDITIONAL CONTRIBUTED CAPITAL

(A) Change of Fiscal Year

During 1974 Golconda changed its fiscal year end to
December 31 to conform to the year end of its parent com-
pany--Cerro Corporation. December, 1973 operating results,
net of taxes of 547,000 have been credited directly to
retained earnings and are summarized below:

OOP '3

Net Sales
Continuing Operations $ 2,216
Discontinued Operations 1,075

$ 3,291

Net Earnings (Loss)
Continuing Operations

Manufacturing
Investments

Discontinued Operations

$ 279

(B) Sale of Bastian-BIessing Division

On February 13, 1975 Golconda entered into an agreement to
sell the Bastian-Blessing (B-B) Division for cash. Total pro-
ceeds are estimated at $4,660,000. A reserve was provided for a
loss of $950,000 (net of tax benefit of $950,000) on the dis-
position of net assets and $1,240,000 on the write-off of
goodwill applicable to B-B. This transaction is reflected in
the financial statements for the year ended December 31, 1974.

The accompanying Consolidated Statement of Earnings for the
fiscal years ended November 30, 1970 through 1973 have been
restated to present B-B's operating results as discontinued
operations consistent with 1974. The following table shows
the impact of the restatement on previously reported net sales
(in thousands):

YEAR ENDED JJOVEMBER 3_0_,
197Q' 19T1 1972 1973

As originally reported $45,865 $40,484 $46,449 $53,568

Less: Discontinued
Operations 16,58j 15,647 16,895 17,372

Aa per the accompany-
ing Consolidated
Statement of Earnings $29,282 $24,837 $29,554 $36,196

In determining earnings (loss) from discontinued operations,
B-B was charged with a portion of corporate administrative
expenses which are relatable to B-B and which are not expected
to recur and with interest expense which would have been
eliminated and/or earned through the use of the proceeds on
the sale.

(C) Astro Controls, Inc.

Golconda Corporation (formerly Golconda Mining Corporation) ac
quired all of the outstanding stock of Astro Controls, Inc.
(Astro), effective September 15, 1970 and has accounted for the
transaction on a pooling-of-interest basis. The Consolidated
Statement of Earnings combines the results of operations of
Golconda Mining Corporation (Golconda) for the eleven months
ended November 30, 1970 with those of Astro for the twelve
months then ended. The results of operations of Golconda for
the month of December, 1969, excluded in the year ended
November 30, 1970, were insignificant.
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(in thousands)
1970 1971 197Z 1973 1974

Income from continuing
operations before in-
come taxes - $ 755 $1,870 $2 ,995 $ 5 , 0 2 5 $10,936

Investment earnings
not currently tax-
able due to use of
installment sales
tax treatment (1974)
and specific identi-
fication costing 30 ( 306) ( 610) ( 529) { 6 , 7 0 9 )

Excess of tax over
book depreciation { 49) ( 120) ( 226) ( 310) ( 308)

Commissions on Domes-
tic International
Sales Corporation - - ( 105) ( 195) 195

Reserves not currently
deductible for tax
purposes—primarily
related to inventory - - - - 900

Other 88_ 13. 203 ( 2841 304

Current taxable
income $ 824 $1.457 $2.257 $3.707 $ 5,318

Current income tax
provision $ 352 $ 536 $ 966 $1,416 $ 1,670

The provision for income taxes consists of:

(in thousands)
19701971 1973 1973 1974

Current
Federal $( 291) $ 337 $ 892 $1,316 $ 1,818
State 124 33 68 169 111

Deferred ( 30_) 104 316 505 813

$( 197) $ 474 $1,276 $1,990 $ 2 , 7 4 2

Allocated to:

Continuing operations $ 322 $ 688 $1,282 $1,921 $ 3,433

Discontinued opera-
tions 5 1 3 ( 166) ( 6 ) 6 9 ( 691)

Extraordinary items (1,032) ( 48.) - _I_ -

$( 197) $ 474 $1,276 $1,990 $ 2 , 7 4 2

( ) - Benefit

See also Note 1 to Notes to Consolidated Financial Statements.
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(D) Investment Operations

Effec t ive December 1, 1970, Golconda with the recommendation
of its independent public accountants, revised its method of
recognizing gains or losses on sales of its investments in
securities from the specific identification cost method to the
average cost method. The average cost method provides for the
determination of gains and losses on a uniform cost basis as
compared to the company's former method of using specific iden-
tification for the determination of the cost basis of securities
sold. The effect of the change on net earnings for 1971 was an
increase of 5214,000 ($ .08 per common share). The effect of the
change in 1970 would be to decrease net earnings $30,000 ($.01
per common share) . Because the change in method did not
materially affect the aggregate cost of the securities held at
December 1, 1970, but pertains to the determination of the cost
of securities sold, the change has no material cumulative effect .
(See Note 3 of Notes to Consolidated Financial Statements.)

(E) Income Taxes

Golconda's effective tax rates for earnings from continuing
operations are different than the Federal statutory rates. The
following table analyzes these differences:

1970 1971 1972 1973 1974

Statutory rates -
Federal 49.6 48.0% 48.0% 48.0% 48.0%

Impact of capital
gains rates on
investment income ( 3.8) ( 4.8) ( 3.3) ( 6.2) (17.2)

Investment tax
credits and profits
of Domestic Inter-
national Sales
Corporation - ( 1.0) ( 1.8) ( 4.9) ( 1.8)

State taxes and
other ( 3.1) (5.4*) ( J,) 1.3 2.4

42.7% 36.8% 42.8% 38.2% 31.4%

Tax law allows or requires the determination of taxable income
in a manner different from generally accepted accounting princi-
ples. The table below reconciles earnings of continuing oper-
ations per the accompanying financial statement to currently
payable taxes (computed at each years' effective tax rate).
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MANAGEMENT ANALYSIS OF VARIATIONS
IN CONTINUING OPERATIONS

Manufacturing

In 1970, sales declined by approximately 6% due to the shutdown
in the third quarter of the Paris division. However, earnings declined
more severely due to a one-time discretionary bonus paid to all
employees, inability to pass along increased manufacturing costs at
the RegO division, higher salaries to administrative personnel and
consulting fees.

There was a 15% sales drop in 1971 caused by the full year impact
of the shutdown of the Paris division and reduced sales to two RegO
contract customers. Earnings increased from 1970 reflecting the
impact of higher sales prices at the RegO division and reduced admin-
istrative expenses.

Sales increased 19% in 1972, of which the acquisition of Anderson
Copper and Brass (Anderson) division in mid-year accounts for 5% and
the balance is from sharply higher sales at RegO division. Earnings
increased by 46% due to higher sales, cost control programs and re-
duced interest expense.

Sales rose by 22% in 1973, 8% of which is the full year impact
of Anderson, and continued growth of the RegO division. Earnings
increased by 24% due to higher sales and improved gross profit margins
from reduced manufacturing costs. Operating expenses increased sub-
stantially due to higher selling expenses and commissions on increased
sales, the full year impact of Anderson, costs for new computer appli-
cations and services from an outside service bureau and an incentive
bonus plan.

Net sales decreased 41 in 1974; however, the volume decline was
much steeper as the company was partially able to offset lost volume
by increased prices. The lower volume is principally attributable to
the depressed conditions in the liquid petroleum gas industry. Earn-
ings were severely impacted by the reduced volume, start-up problems
at the new Golconda Metals division (GMD) and by reserves provided to
protect against losses on receivables, inventories and the sale of
certain equipment. The reserves were considered appropriate in the
depressed general economic conditions and the particularly hard hit
liquid petroleum gas industry. Start-up of GMD results in increases
in operating expenses such as maintenance and repairs, depreciation
and real estate taxes on the new plant. Increased interest expense
reflects the cost of financing working capital requirements at RegO
and GMD. Higher amounts of other income are due to interest earned
on a note received from Cerro Corporation on the sale of Hecla stock.

Investments

Investment earnings fell in 1970 when Hecla Mining Company dis-
continued its cash dividend. Earnings in subsequent years reflect
sales of Hecla common stock at market prices in the applicable years.

000412
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•) Extraordinary Items

Extraordinary items consist of the following:

(in thousands)
1971

Loss on Liquidation of
Paris, 111. plant $ 2,027 S

Provision for settlement
of lawsuit related to
products of Paris, 111. - 100

2,027 100
Tax Benefit (1,032) J _ 4_8_)

Net Extraordinary Loss $ 995 $ 52

Golconda discontinued operations of its Paris, Illinois manu-
facturing plant in 1970. However, since operating results
were not significant, the consolidated statement of earnings for
1970 was not restated to treat results of operations as an

extraordinary item.

In accordance with the provisions of Accounting Principles
Board Opinion 30, effective October, 1973, the above items
would have been charged to continuing operations. However,
Opinion 30 prohibits restating prior year financial statements
for conformity. Had the 1970 and 1971 statements of consolidated
operations been restated, earnings from continuing operations
would have been reduced by the respective amounts above.

(G) Earnings Per Share

Primary earnings per share for the fiscal years 1970 through
1972 are based on the weighted average number of common shares
outstanding during each period. Primary earnings per share for
fiscal 1973 and calendar year 1974 were computed by dividing
net earnings by the average number of common and common equiva-
lent (preferred stock) shares outstanding. For the years 1973
and 1974, such preferred stock had a dilative effect on earnings
per share, whereas such stock had an anti-dilutive effect for
the years prior to 1973. (See Note 2 of Notes to Financial
Statements.)

The preferred dividends paid and deducted in arriving at
earnings available for common shares in 1970, 1971, and 1972
were $455,000, $413,000 and $399,000, respectively.

(H) Dividends

Dividends per common share are those paid by Golconda Corpor-
ation only and do not reflect the dividend policies of Astro
Controls, Inc. prior to its merger with Golconda.
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Golconda owns all of the significant machinery and equipment
used in its operations and considers that its plants and equipment,
whether owned or leased, are well maintained, adequately insured, and
with normal additions and improvements, adequate for its present and
foreseeable requirements.

Golconda Corporation owns or controls through stock interests
approximately 2,500 acres of undeveloped mineral properties in the
silver bearing Coeur d'Alene District of Idaho. The Company also
owns an assortment of buildings, sheds, and other pieces of apparatus
connected with discontinued operations of the Golconda mine closed in
1957 due to exhaustion of known ore reserves and low metal prices.
These structures do not constitute substantial capital properties.

ITEM 4 PARENTS AND SUBSIDIARIES

Parent

Cerro Corporation, a New York corporation, located at 300 Park
Avenue, New York, New York 10022, owns 85% of the outstanding voting
stock of the registrant and may be deemed to be a parent of Golconda
Corporation.

Subsidiaries

Golconda Corporation has various subsidiaries under various
names, all of which in the aggregate aa a single subsidiary would
not constitute a significant subsidiary.

Item 5 PENDING LEGAL PROCEEDINGS

See Note 8 of Notes to Consolidated Financial Statements.

Two complaints have been filed against the Company by the
Metropolitan Sanitary District of Greater Chicago alleging that
the Company's Anderson Copper and Brass plant in Alsip, Illinois
and the Company's RegO Division facilities in Chicago have violated
applicable ordinances through discharge of acids and metals into
the Metropolitan Sanitary District sewer system. The complaints
seek to halt the allegedly illegal discharges and other appropriate
relief. The Company believes that these matters can be settled and
compliance demonstrated without any material liability or expense
to the Company.

There are no other pending material legal proceedings, other
than ordinary routine litigation incidental to the business to
which the Company or any of its subsidiaries has become a party or
of which any of their property has become the subject.

LS 000474
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PROPESTY

The principal plants operated by Golconda Corporation are listed
below with their location, square footage, and the principal products
manufactured at each location.

Division

RegO

Location

Chicago,
Illinois

Floor Area
(Sauare Feet)

3 4 7 , 0 0 0

Acreage
(Where Principal
Appl.) Products

RDC

Pioneer
Astro

Upper
Saddle
River, N.J.
4 Chicago,
Illinois

Chicago,
Illinois

Anderson Alsip,
Illinois

Golconda Alsip,
Metals Illinois

Corporate Alsip,
Illinois

9,000

93,000

29,000

25,000

19.2

1.7

Valves &
Controls

Distribu-
tion Center

Precision
Machining

Brass
Fittings

Brass
Forgings

Vacant
Land

Owned
or Leased

Owned (1)

Leased (2)

Leased (3)

Owned

Owned

Owned

(1) See Note 5 of Notes to Financial Statements concerning
a mortgage on this plant.

(2) Comprised of two structures, one owned and located in
Chicago, Illinois adjacent to the RegO Division manufac-
turing facilities; and the other leased and located in
Upper Saddle River, New Jersey for an annual rental of
?33,000.

(3) The plant and adjacent land are leased for an annual
rental of $72,600, plus taxes and insurance (totaling
$30,000 in 1973) for a period of five years ending
September 30, 1977.

RegO Division operations are conducted in seven adjacent build-
ings. Manufacturing operations are conducted in a single story brick
structure. Two of the remaining six buildings, which are used for
storage and warehousing of raw material, semi-finished and finished
parts, are of brick construction, and four are metal frame. In total,
243,000 square feet are utilized for manufacturing, 34,000 square feet
for divisional and corporate office space, and 70,000 square feet are
used for storage and warehousing. Manufacturing machinery and equip-
ment consists of light to medium metal cutting and processing equipment
owned by the Company. Normal utilization of plant capacity is esti-
mated at 90% of the 90% practical capacity. Practical capacity is
defined as the realizable utilization of rated capacity.

Pioneer Astro Division conducts its manufacturing operations in a
single one-story brick structure. Approximately 54,000 square feet are
utilized for manufacturing, 21,000 square feet for warehousing and stor-
age and 18,000 square feet for office space. All of its manufacturing
equipment falls into the category of standard and specialized precision
metal working machinery. Current utilization of Pioneer's facilities
is approximately 70%.

Anderson Copper and Brass Division's manufacturing facilities con-
sist of a one-story expandable concrete and steel building. Space is
divided into 27,000 square feet for manufacturing and related facilities
and 2,000 square feet for office functions. Normal operations are at
75% of capacity.

Golconda Metals Division's facility consists of one pre-fabricated
concrete single story structure. Space is divided into 23,000 square
feet for manufacturing and 2,000 for administrative and office functions.
Operations are at 20% of planned capacity. nnn.ni
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ITEM 7 APPROXIMATE NUMBER OF EQUITY SECURITY HOLDERS

$1.00 Cumulative Convertible
Preferred Stock, $1 .00 par value 550

Common Stock, no par value 1,520

7% Convertible Subordinated
Debentures due January 1, 1990 650

Warrants expir ing January 15, 1979
(each to purchase one share of 4
common stock at $14.51 per share)

ITEM 8 EXECUTIVE OFFICERS OF THE REGISTRANT

All o f f i c e r s are elected by the board of directors and serve at the
pleasure of the board.

Gordon Paul Smith ( 58 ) - Chairman of the Board of Directors (June 27,
1974) previously President and Chief Executive
O f f i c e r , Chairman of the Executive Committee,
Vice Chairman of the Board and Director.

Prior to November, 1970, Mr. Smith was a vice president of Booz, Allen
& Hamilton, Inc. , an international management consulting organization.
He became a director of Golconda in September, 1970 and subsequently
was named to the executive committee of the board which he served 33
chairman. He was elected president and chief executive officer as of
February 1, 1972.

Richard S. Sloma ( 4 5 ) - President and Chief Executive Officer
(June 27, 1974) previously Executive Vice
President and Chief Operating Officer.
President of the RegO Division. Director
and member of executive committee.

Prior to May, 1970, Mr. Sloma was president of ITT'a Abrasive Products
Company. He joined the RegO Division of Astro Controls, Inc. in June,
1970 which merged with Golconda in September, 1970 and continued to
serve as such until December, 1971 when he assumed responsibility for
all manufacturing operations of Golconda. He was elected a director
in April, 1972 and named executive vice president, chief operating
officer as of December 1, 1972.

John M. Stogin ( 4 5 ) - Secretary and Vice President-Corporate Counsel

In 1969, Mr. Stogin was vice president-finance of The Bastian-Blessing
Company. That company was consolidated in May, 1969 to form Astro
Controls, Inc. and he then became vice president-legal and finance
and a director of Astro. The latter company was merged with Golconda
in September, 1970 and he continued as vice president-legal and finance
until March, 1971 when he became vice president-corporate counsel for
the company. He was elected to the additional post of secretary in
February, 1972.

Frederick f. Schauder (36) - Vice President-Finance and Treasurer

Mr. Schauder was appointed as a director on September 12, 1974 and
vice president-finance and treasurer on March 20, 1975. He is also
vice president and controller of Cerro Corporation's Manufacturing
GroupT Prior to joining Cerro in 1973, he spent ten years with
Arthur Andersen & Co.

Charles B. Cranford (37 ) - Vice President-Controller

Since joining the company in January, 1973 Mr. Cranford has served as
controller of both the corporation and its RegO Division. He was pro-
moted to his present position in January, 1974. Prior to joining
Golconda, he served as division controller and in other accounting
assignments for the AMF Corporation.
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ITEM 6 INCREASES AND DECREASES IN OUTSTANDING EQUITY SECURITIES

(A) Cumulative Convertible Preferred Stock (Par value SI.00 per share)

Description of Date of Increase (Decrease) Amount
Transaction Transaction In Number Outstanding

Balance -
December 1, 1973 383,212

Conversion to
Common Shares April, 1974 ( 55) 383,157

Balance -
December 31, 1974 383,157

(B) Common Stock (No par value)

Description of Date of Increase (Decrease) Amount
Transaction Transaction in Number Outstanding (1)

Balance -
December 1, 1973 2,785,513

Conversion of
Preferred Stock
to Common Shares April, 1974 82 2,785,595

Balance -
December 31, 1974 2,785,595

(1) Exclusive of treasury shares (71,250 at December 1, 1973
and December 31, 1974)

(C) 7% Convertible Subordinated Debentures due January 1, 1990

Description of Date of Increase (Decrease) Amount
Transaction Transaction in Number Outstanding

Balance -
December 1, 1973 4,441,000

Purchased by Company January & (14,000) 4,427,000
December,
1974

Balance -
December 31, 1974 4 , 4 2 7 , 0 0 0

(D) Warrants to Purchase Common Stock § $14.51 per share
expiring January 15, 1979

Description of Date of Increase (Decrease) Amount
Transaction Transaction in Number Outstanding (1)

Balance -
December 1, 1973 292,467

Balance -
December 31, 1974 292,467

(1) Exercisable from January 15, 1969, expiring January 15, 1979.
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judgment of conviction in any criminal action, suit or proceeding
shall not constitute a determination that the person so convicted has
been derelict in the performance of his duties if it is determined by
a majority of the members of the board of directors who were not a
party thereto, though less than a quorum, or by one or more disinter-
ested persons in the manner provided in the preceding sentence that
the person so convicted acted in good faith, for a purpose which he
reasonably believed to be in the best interests of the company and
that he had no reasonable cause to believe that his conduct was un-
lawful; and (e) advances may be made by the company against costs,
expenses and fees as, and upon the terms, determined by the board
of directors. The corporation shall indemnify an employee who is
not an officer to the same extent that it does an officer. The
foregoing right of indemnification shall not be exclusive of any
other rights to which any director or officer may be entitled as a
matter of law or which may be lawfully granted to him; and the in-
demnification hereby granted by the company shall be in addition to
and not in restriction or limitation of any other privilege or power
which the corporation may lawfully exercise with respect to the in-
demnification or reimbursement of directors, officers or employees."

LS 000478

Golc - CDA dm - 0472



-18-

Rocco R. Del Presto (50)- Vice President; President Bastian-Blessing
Division

Since joining the company in August , 1971, Mr. Del Presto has served
in various managerial capacities with the RegO and Bastian-Blessing
Divisions of the company. He was named general manager of the
Bastian-Blessing Division in January, 1972 and was elected a corporate
vice president as of December 1, 1972. Prior to August , 1971, he was
vice president and general manager of ITT's Nesbit t Company ( $ 5 0 , 0 0 0 , 0 0 0
sales) . (This division was sold in February, 1975 and Mr. Del Presto
became an employee of the purchaser . )

Wray Featherstone ( 6 2 ) - Vice President; President Golconda Mining
Corporation. Director.

Mr. Featherstone has almost forty years of experience in the mining
field and is responsible for all of the company's mining activities
in the Wallace, Idaho area.

Richard H. Watson ( 5 3 ) - Vice President-Personnel i Organizational
Planning

Mr. Watson was director of industrial relations in 1969 when The
Bastian-Blessing Company was consolidated into Astro Controls, Inc.
which in September, 1970 merged with Golconda Corporation. He
served as director of industrial relations for those companies until
December 1, 1972 when he was named a corporate vice president respon-
sible for personnel and organizational planning.

Donald V. Ytterberg (48)- Vice President; President Anderson Copper
and Brass Division

Mr. Ytterberg was a vice president of the Anderson Copper and Brass
Company when it was acquired by Golconda in July, 1972. He was
named a corporate vice president as of December 1, 1972.

ITEM 9 INDEMNIFICATION OF DIRECTORS AND OFFICERS

(a) "Any present or future director or officer, or the executor,
administrator or other legal representative of any such director or
officer, shall be indemnified by the corporation against reasonable
costs, expenses (exclusive of any amount paid to the corporation in
settlement), judgments, fines, amounts paid in settlement of any
action, suit or proceedings, and counsel fees paid or incurred in
connection with any action, suit or proceeding to which legal repre-
sentative may hereafter be made a party by reason of his being or
having been such director or officer; provided, (1) said action, suit
or proceeding shall be prosecuted against such director or officer or
against his executor, administrator or other legal representative to
final determination, and it shall not be finally adjudged in said
action, suit or proceedings that he had been derelict in the perform-
ance of his duties as such director or officer, or (2) said action,
suit or proceeding shall not be settled or otherwise terminated as
against such director or officer or his executor, administrator or
other legal representative without a final determination on the merits,
and it shall be determined that such director or officer had not in
any substantial way been derelict in the performance of his duties as
charged in such action, suit or proceeding, such determination to be
made by a majority of the members of the board of directors who were
not parties to such action, suit or proceeding, though less than a
quorum, or by any one or more disinterested persons to whom the
question may be referred by the board of directors. For purposes
of the preceding sentence: (a) "action, suit or proceeding" shall
include every action, suit or proceeding, civil, criminal or other;
(b) the right of indemnification conferred thereby shall extend to
any threatened action, suit or proceeding and the failure to institute
it shall be deemed its final determination; (c) the termination of an
action, suit or proceeding by a plea of nolo contendere or other like
plea shall not constitute a final determination on the merits; (d) a
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To the Shareholders and
Board of Directors of

Golconda Corporation

We have examined the consolidated balance sheet of GoLconda
Corporation (a subsidiary of Cerro Corporation) and its subsidiaries
as of December 31, 1974 and the related consolidated statements of
earnings, retained earnings, additional contributed capital, appear-
ing elsewhere herein, and changes in financial position and schedules
for the year then ended. Our examination was made in accordance with
generally accepted auditing standards and accordingly included such
tests of the accounting records and such other auditing procedures
as we considered necessary in the circumstances.

In 1973, the accounting profe'ssion changed the criteria for
determining the types of items to be reported as extraordinary
items, and accordingly, the company has reflected these changes
in its 1974 consolidated statement of earnings, as described in
Note F to the consolidated statement of earnings.

In our opinion, the consolidated financial statements examined
by us present fairly the financial position of Golconda Corporation
and its subsidiaries at December 31, 1974, the results of their
operations and the changes in financial position for the fiscal
year then ended, in conformity with generally accepted accounting
principles consistently applied during the year except for the
change, with which we concur, referred to in the preceding para-
graph.

The consolidated financial statements of Golconda Corporation
and its subsidiaries for the fiscal year ended November 30, 1973
were examined by other independent accountants.

Price Waterhouse & Co.

Chicago, Illinois
February 27, 1975, except as

to Note 10, which is as of
March 14, 1975
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ITEM 10

GOLCONDA CORPORATION AND SUBSIDIARIES

INDEX TO FINANCIAL STATEMENTS AND SCHEDULES

November 30, 1973 and December 31, 1974

Reports of Independent Accountants
Price Waterhouse & Co.
Alexander Grant & Company

.Financial Statements
Consolidated Balance Sheet
Consolidated Statement of Earnings
Consolidated Statement of Retained Earnings
Consolidated Statement of Additional
Contributed Capital

Consolidated Statement of Changes in
Financial Position

Notes to Consolidated Financial Statements

Schedules

V - Property, Plant and Equipment
VI - Accumulated Depreciation, Depletion

and Amortization of Property, Plant
and Equipment

VII - Intangible Assets, Deferred Research
and Development Expenses, Preoperating
Expenses and Similar Deferrals

PAGE

F-2
F-3

F-4 & F-5
Item 2
Item 2

Item 2

F-6 & F-7

F-8 to F-15

F-16
F-17

F-18

XII - Reserves F-19

XVI - Supplementary Income Statement Information F-20

Exhibit I - Calculation of Earnings Per Share F-21 & F-22

Schedules not included above are omitted as either not applicable
or not required or the required information is included in Notes
to Consolidated Financial Statements.

The individual financial statements of the Registrant are omitted
because consolidated financial statements are filed and because
the Registrant is primarily an operating company and all subsi-
diaries included in the consolidated financial statements are
totally-held subsidiaries.
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GOLCONDA CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET

November 30, 1973 and December 31, 1974

ASSETS

CURRENT ASSETS 1973 1974

Cash ? 479,000 $ 1,827,000

Certificates of Deposit 750,000

Notes and Accounts Receivable less allowance
for doubtful receivables (1973 - $81,000;
1974 - $268,000) (Schedule XII) 8,913,000 5,556,000

Note receivable from Cerro Corporation,
including interest (Note 3) - 9,242,000

Inventories (Note 1) (Schedule XII) 19,714,000 17,518,000

Prepaid expenses and sundry deposits 189,000 82,000

Net Assets of Division Sold (Notes 9 and B) - 4,660,000

Total current assets 30,045,000 38,885,000

INVESTMENTS - AT COST less reserve of
$175,000 at December 31. 1974 for market
decline (Notes 1 and 3) 3,418,000 613,000

PROPERTY, PLANT AND EQUIPMENT - AT COST
(Notes 1 and 5) (Schedules V & VI)
Buildings and Improvements 4,947,000 3,396,000

Machinery, equipment and tools 13,066,000 12,356,000

Office furniture and fixtures 523,000 409 ,000

18,536,000 16,161,000
Less accumulated depreciation ( 9,078,OOOJ ( 8,084,000)

9,458,000 8,077,000
Land 691,000 839,000

10,149,000 8,916,000

OTHER ASSETS

Excess of coat over underlying equity of net
assets acquired (Notes 1 6 B)(Schedule V I I ) 4,375,000 3,135,000

Deferred debt expense - leas amortization on
the bonda outstanding method (1973-S91,000;
1974-$160,000) 570,000 410,000

Sundry 508,000 297 ,000

5,453,000 3 ,842 ,000

TOTAL ASSETS $49 ,065 ,000 $52 ,256 ,000

The accompanying notes are an integral part of this statement.
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AUDITORS' REPORT

Board of Directors and Stockholders
Golconda Corporation

We have examined the consolidated balance sheet of
Golconda Corporation and Subsidiaries as of November 30, 1973 and
the related consolidated statements of earnings, retained earnings,
additional contributed capital and changes in financial position
for the year then ended. Our examination was made in accordance
with generally accepted auditing standards and accordingly included
such tests of the accounting records and such other auditing proce-
dures as we considered necessary in the circumstances.

In our opinion, the financial statements referred to above
present fairly the consolidated financial position of Golconda Cor-
poration and Subsidiaries as of November 30, 1973 and the consolidated
results of their operations and changes in their financial position
for the year then ended, in conformity with generally accepted ac-
counting principles applied on a basis consistent with that of the
preceding year.

We have also examined Schedules V, VI, VII, XII and XVI
which are included in this report for the year ended November 30,
1973 and in our opinion, these schedules present fairly the infor-
mation required to be set forth therein.

Alexander Grant & Company

Chicago, Illinois
December 31, 1973, except as to
Notes B and 9 for which the
date is February 13, 1975.
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GOLCONDA CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF CHANGES

IN FINANCIAL POSITION

Year Ended
November 30, Dec. 31,

OT2 1973 1974

SOURCES OF WORKING CAPITAL
From Operations:
Earnings from continuing operations $1,814,000 $3,125,000 $ 7 , 5 0 3 , 0 0 0
Earnings (loss) from discontinued
operations ( 108 ,000) 76 ,000 ( 1 , 9 4 2 , 0 0 0 )

Add (deduct) expenses not requiring
outlay of working capital
Provision for depreciation 765,000 896,000 1,192,000
Amortization of deferred expenses 111,000 91,000 153,000
Deferred income taxes 316,000 505,000 ( 189,000)
Cost of investments sold 306,000 742 ,000 2 ,382 ,000
Reserve for decline in value of
investments - - 175,000

Write-down of asset held for sale - - 237,000
Write-off of excess cost over

underlying equity of net assets
acquired - - 1,240,000

Working capital provided from
operations 3 ,204 ,000 5 ,435,000 10,751,000

Net fixed assets of Division sold - - 1,695,000

Reduction of long-term notes receivable 329,000 48,000 298,000

Long-term borrowings 859,000 - -

Cash surrender value of life
insurance policies 73,000 52,000

Increase in working capital for
December, 1973 (Note A) - - 405,000

Total sources of working capital

DISPOSITIONS OF WORKING CAPITAL
Net additions to property, plant and

equipment
Reduction of long-term debt
Purchase and retirement of preferred
stock

Preferred cash dividends declared
Plant and equipment purchased through
acquisition*

Sundry

Total dispositions of working capital

INCREASE IN WORKING CAPITAL

INCREASES (DECREASES) IN WORKING
CAPITAL COMPONENTS:

Cash and certificates of deposit
Notes & accounts receivable-net
Inventories
Prepaid expenses & sundry deposits
Net assets of Division sold

Net increase (decrease) in current
assets

4

1

4

S

,465

625
,825

144
399

854
168

,015

450

Year
1972

$( 445
2,269
2,736

93

4 ,653

,000

,000
,000

,000
,000

,000
,000

,000

,000^

Ended

,000)
,000
,000
,000

,000

(continued)

F-6

5,

3,

Sj

$

535

714
990

81
385

149

319

216

,000

,000
,000

,000
,000

,000

,000

,000

Nov. 30.
1973

$( 582
(1,070
3,744
( 20

2,

LS

072

,000)
,000)
,000
,000)

,000

13

1
3

(
5

$ 7

,149

,890
,098

383

5

,366

,783

13 MOS.
Dec. 31,

$
5

(2
(

4

8

598
,885
,196
107

,660

.840

,000

,000
,000

,000

,000)

,000

,000

Ended
1974

,000
,000
,000)
,000)
,000

,000
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GOLCONDA CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET

November 30, 1973 and December 31, 1974

LIABILITIES

CURRENT LIABILITIES

Current maturit ies of long-term debt (Note 5)

Notes payable - banks (Note 4)

Accounts payable

Income taxes

Currently payable

Deferred

Accrued Liabilities

Salaries, Wages, etc.

Property and Payroll Taxes

Interest

Employee Benefits

Other

Total current liabilities

LONG-TERM DEBT (Note 5)

DEFERRED INCOME TAXES (Note 1)

COMMITMENTS, CONTINGENT LIABILITIES AND
SUBSEQUENT EVENTS (Notes 3, 4, 6 and 8)

STOCKHOLDEPS' EQUITY (Notes 5 & 7)
Capital Stock

Preferred (Redemption and liquidation
value - 1973 $14,370,000; 1974
$14,368,000)

Common

Additional contributed capital

Retained earnings

Less treasury stock - at coat

TOTAL LIABILITIES t STOCKHOLDERS' EQUITY

1973

383,000

774,000

5,674,000

18,654,000

25,485,000

520,000

24,965,000

$49,063,000

1974

$ 396,000

3,635,000

5,688,000

878,000

-

673,000

426,000

239,000

129,000

191,000

12,755,000

10,192,000

1,153,000

$ 80,000

8,000,000

2,352,000

1,420,000

1,136,000

193,000

315,000

79,000

181,000

56,000

13,812,000

7,058,000

964,000

383,000

774,000

5,674,000

24,111,000

30,942 ,000

520,000

30 ,422 ,000

$52 ,256 ,000

The accompanying notes are an integral part of this statement.
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GOLCONDA CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOVEMBER 30, 1973 AND DECEMBER 31, 1974

Note 1: SUMMARY OF ACCOUNTING POLICIES

CONSOLIDATION - All operating subsidiaries are consolidated and significant
inter-company transactions have been eliminated.

NOTE P£FERENCES - In the accompanying financial statements, alphabetic note
references are to Notes to Consolidated Statement of Earnings included else-
where herein.

INVENTORIES - Inventories are stated at the lower of cost (determined by
the f i rs t - in , first-out method) or market. Inventories are comprised of
the following:

(in thousands)
November 3 0 , ~ ~ D e c e m b e r 3 1 ,

1972 IsTT? 1973 1974

Finished Goods and
Work in Process $11,852 $14,786 $16,598 $14,685

Raw Materials and
Supplies 4,118 4 , 9 2 8

Total $15,970 $19,714

INVESTMENTS - Golconda carries its investments in mining companies (except
Alice Consolidated Mines, Inc. - Alice) on the cost basis. Reserves are
provided for declines in market value. Alice is accounted for on the equity
method. Gains or losses on sales are determined based on the average cost
of securities.

DEPRECIATION - For financial reporting purposes, the Company computes depre-
ciation principally on a straight-line basis over the estimated useful life
of the assets. The estimated service lives and methods used in determining
depreciation are as follows:

Description Service Lives Method of Depreciation
Buildings and improvements 8 to 50 years Straight-line
Machinery 5 to 20 years Straight-line
Furniture and fixtures 8 to 20 years Straight-line
Land improvements 20 years Straight-line
Leasehold improvements Li fe of asset Straight-line

or term of
lease, which-
ever is shorter

Maintenance and repairs are charged to operations as incurred. Betterments
and major renewals are capitalized. Upon sale or disposition of properties,
the asset account is relieved of the cost and the accumulated depreciation
account is charged with the depreciation taken prior to the sale with any
resultant gain or loss reflected in earnings.

INCOME TAXES - Provision is made for deferred taxes which arise primarily
from the use for tax purposes of accelerated depreciation methods and
timing differences in the recognition of investment income. Available in-
vestment tax credits on capital additions are accounted for under the "flow-
through" method (1974-543,000; 1973-5149,000) . The investment tax credit
and the effect of the use of a Domestic International Sales Corporation
resulted in reductions of the Federal income tax provision of
$180,000 and $247,000 in 1974 and 1973, respectively.

Effective June 2, 1974, Golconda will be included in the consolidated
Federal tax return of Cerro Corporation. Under Cerro's tax policy, each
subsidiary computes its Federal tax liability and expense on a separate
company basis and remits to Cerro the amount of liability determined. In
this connection, Golconda will pay Cerro approximately $1,136,000 in 1975
applicable to the current deferred tax liability at December 31,. 1974.
State income tax returns are f id on an individual company basis.
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GOLCONDA CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF CHANGES

IN FINANCIAL POSITION

Year Ended

Current maturities of long-term debt
Notes payable
Accounts payable
Income taxes
Accrued liabilities

Net increase (decrease) in current
liabilities

INCREASE (DECREASE) IN WORKING
CAPITAL

November 30 ,
1972

S
(
3

4

$

476
330
,165
569
323

,203

450

,000
,000)
,000
,000
,000

,000

,000

Dec. 31,
1973

?( 139
2,043
156

( 30
( 174

1,856

$ 216
—

,000)
,000
,000
,000)
,000)

,000

,000
••

$(
4
(3
1
(

1

$ 7

1974

816
,365
,336
,678
834

,057

,783

,000)
,000
,000)
,000
,000)

,000

,000

The accompanying notes are an integral part of this statement.
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Note 3 (continued)

Earnings from investments for the years ended November 30, 1973 and
December 31, 1974 are summarized below:

1973 1974

Net realized gain on sales of
Hecla Mining Company stock:

Shares sold to Cerro Corporation 5 S 8 , 0 3 3 , 0 0 0
Shares sold to Others 1,753,000 2 , 5 0 8 , 0 0 0

Expenses including interest of
587 ,000 and None, respectively ( 172,000) ( 101,000)

Reserve for market decline of
certain investments - ( 175,000)

Investment earnings before income
taxes $1,581,000 $10 ,265,000

The sale of Hecla stock to Cerro was completed on a basis which resulted
in Golconda receiving $916,651 in cash and $9 ,000 ,000 in a 2-1/2 year
promissory note of Cerro which bears interest at 110% of the prime rate.
On January 24, 1975 the note was prepaid by Cerro together with accrued
interest.

Alice Consolidated Mines, Inc. (Alice) owns 1,109 acres of mining proper-
ties. Hecla Mining Company and Alice Consolidated Mines, Inc. are engaged
in an exploration and development program to be conducted by Hecla on this
property. The Company has a 20 percent participation in the pre-production
costs for the exploration and development program. The Company's expendi-
tures are expected to amount to $200,000 over a five-year period/ and to
commence in 1975. The Company will receive 20 percent of the net profits,
if any, until such pre-production costs have been recovered, and 10 per-
cent thereafter. The realization of the Company's investment in Alice
is dependent upon the success of the exploration and development program.

Note 4: SHORT-TERM DEBT AND COMPENSATING BALANCES

At December 31, 1974, the Company has a $3,000,000 line of credit agreement
at a major Chicago bank which provides for unsecured borrowings until May 31,
1975, generally for periods of ninety days, at the bank's prime interest
rate. Continuation of this line of credit is subject to the terms and con-
ditions of the bank, such as the maintenance of average collected balances,
and management believes that the line will be reviewed and renewed at May 31,
1975.

Maximum short-term borrowing during 1974 was $4 ,600,000, and, based upon a
weighted average month-end computation, the average balance outstanding was
$2,181,000 and the weighted average interest rate was 10.43 percent.

The $8,000,000 note payable to bank arose in conjunction with the sale of
Hecla shares (see Note 3) and, although originally a long-term borrowing,
has been classified as short-term in the balance sheet because the proceeds
of the Cerro note receivable (see Note 3) were used to retire this ob-
ligation on January 25, 1975.

There are no withdrawal restrictions on cash balances maintained at the
bank. However, in connection with the $3 ,000 ,000 line of credit and the
$8,000,000 note payable to bank, the Company has agreed to maintain an
average collected balance of 10% of the unused line (20% on any used
portion) and 10% of the note payable. At December 31, 1974, the cash
balance shown in the balance sheet principally represented this compen-
sating balance after adjusting for f loat . Float (negative at December 31,
1974) is comprised of $550,000 of unpresented checks less $150,000 of
deposits in transit and $1,200,000 representing one day's deposits.
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RESEARCH AND PRODUCT DEVELOPMENT COST - The Company follows the practice
of expensing research costs as incurred.

EXCESS OF COST OF ACQUIRED COMPANIES OVER EQUITY - The amount Shown on
the balance sheet arose prior to fiscal year 1971 and is not being amor-
tized because, in the opinion of management, there has been no diminution
of value.

PENSION PLANS - Unfunded past service costs are being funded on a thirty-
year basis; current costs are being funded as accrued.

Note 2: EARNINGS PER SHARE

Earnings per common and common equivalent share were computed for 1973 and
1974 by dividing net earnings by the average number of common and common
equivalent (preferred stock) shares outstanding (3,365,000 in 1973 and
3,360,000 in 1974). Fully diluted earnings per share were determined on
the assumption that the average number of common and/or common equivalent
shares outstanding was further increased (to 3,793,000 shares in 1973 and
3,776,000 shares in 1974) by conversion as of the beginning of each year
of the convertible debentures outstanding. Warrants have not been re-
flected in the computation because they are antidilutive.

Note 3: INVESTMENTS

At November 30, 1973 and December 31, 1974 investments were comprised prin-
cipally of capital stock of mining companies and are aa follows:

November 30, 1973 December 31, 1974
Quoted Quoted
Market Market

Cost Price Cost Price

Hecla Mining Company
(None in 1974; 507,327
shares in 1973) $2,630,000 $ 7,483,000 $ S

Alice Consolidated
Mines, Inc. (54% owned)
(4,308,020 shares in
1973 and 1974) 399,000 2,671,000 399,000 1,508,000

Other, net of reserve 389,000 415,000 214,000 388,000

$1,418,000 $10,569,000 $613,000 $1,896,000
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Note 6: EMPLOYEE BENEFIT PLANS

The Company has various benefit p lans , including pension and executive
incentive compensation plans, covering a substant ial portion of its
employees. Provisions for these plans for the year ended December 31,
1974 were $ 4 3 6 , 0 0 0 and 5 3 5 9 , 0 0 0 for the continuing operations and dis-
continued operations, respectively. The pension plan is for substantially
all salaried employees and full time hourly rated employees of all of the
Company's divisions. The actuarially computed values of vested benefi ts
and unfunded prior service cost for all of the continuing plans as of
December 1, 1974 exceed the total of the pension funds by 5 2 , 9 0 0 , 0 0 0 and
3 3 , 7 0 0 , 0 0 0 , respectively. The charges to cont inuing operations for the
cost of the pension plans for the years ended December" 31, 1974 and
November 30, 1973 were $381,000 and $ 3 2 0 , 0 0 0 , respectively. Management
believes that the requirements of the new Pension Law will not materially
a f f e c t the cost of the Company's pension plans.

In connection with the sale of the Bastian-fllessing Division (see Note 9),
the Company has agreed to t ransfer the pension fund assets applicable to
Bastian-Blessing Division employees to separate plans and the buyer has
agreed to assume all liability with respect to pensions attributable to
Bastian-Blessing employees. This assumption resulted in reduction of the
Company's December 1, 1974 unfunded vested benefit and unfunded prior
service liabilities by $ 2 , 0 0 0 , 0 0 0 and $ 2 , 2 0 0 , 0 0 0 , respectively. In the
absence of regulations or interpretations of the new Pension Law, it is
not possible to say that Golccnda wi l l -not be liable for the failure or
inability of the buyer to honor the terms of the pensio.-. plans. The
Bastian-Blessing Division charges for the cost of its pi jion plans for
the years ended December 31, 1974 and November 30, 1973 ;re $311,000
and $256 ,000 , respectively.

Note 7: CAPITAL STOCK

Preferred stock consists of 9 3 4 , 4 0 6 authorized shares of $1.00 par value,
of which 383,157 shares are issued and outstanding at December 31, 1974.

The preferred stock is entitled to a preferential cumulative annual divi-
dend at a rate of $1.00 per share. The shares are redeemable at the option
of the Company at $37.50 per share plus unpaid cumulative dividends. The
aggregate redemption and liquidation value at December 31, 1974 is
$14,368,387. The preferred stock has liquidation rights over the common
stock in any final distribution and is entitled to one vote for each share
held.

The preferred shares are convertible into common shares at the option of
the holder at the rate of one and one-half shares common stock for each
preferred share held. This conversion rate is subject to non-dilution
provisions.

Common stock consists of 7,500,000 authorized shares, without par value,
of which 2 ,785,595 shares are outstanding. At December 31, 1974,
1,282,103 shares of authorized but unissued common shares have been re-
served as follows: 574,735 shares upon conversion of preferred stock;
414,901 shares upon conversion of the 7% convertible subordinated deben-
ture (Note 5): 292,467 shares upon exercise of warrants for the purchase
of common stock (Note 5). At December 31, 1974, there are 71,250 shares
of common stock held in treasury.

During 1974, Cerro Corporation acquired 2,411,325 common shares and 281,635
preferred shares representing 8 6 . 6 % and 7 3 . 5 % of the total outstanding,
respectively.

An analysis of the transactions during the year ended November 30, 1973
and the thirteen months ended December 31, 1974 affecting preferred and
common stock, additional contributed capital and treasury stock follows:
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Note 5: LONG-TERM DEBT

Long-term debt at November 30, 1973 and December 31, 1974 is comprised of
the following:

(in thousands)
1 9 7 1 1 9 7 4

7% convertible subordinated debentures due
January 1, 1990 S 4 , 4 4 1 $ 4 , 4 2 7

10% f i rs t mortgage note payable in monthly
instalments of $28 ,975 including interest,
final payment due April 1, 1990 2,790 2,711

7% subordinated notes payable to insurance
companies 2 ,750

Note payable to a bank with interest at
prime plus 3/4%

Less current maturities

$10,192 $ 7 ,058

The aggregate amounts of long-term debt maturing in each of the five years
subsequent to December 31, 1974 are as follows:

1975 $ 80,000
1976 165,000
1977 423,000
1978 433,000
1979 444,000

The 7% convertible subordinated debenture agreement contains certain
covenants/ the most restrictive of which provide, among other things, that
the Company:

Will maintain consolidated net working capital of $10,000,000.
At December 31, 1974, consolidated net working capital was
$25,073,000.

Will not pay cash dividends or acquire for cash any shares of
its stock in excess of $1,000,000 plus its cumulative consoli-
dated net income after November 30, 1969. At December 31, 1974,
retained earnings in the amount of $10,256,000 were free of such
restrictions.

In connection with the 7% subordinated note agreements, the Company has
issued warrants entitling the holders thereof to purchase, at a price
per share of $14.51, up to 292 ,467 shares of the Company's common stock.
These warrants expire January 15, 1979.

The trust indenture underlying the convertible subordinated debentures
provides, among other things, that the debentures are redeemable at the
Company's option at prices ranging from 104.5* in 1975 to 100% in 1984;
that annual sinking fund payments of $325,000 are required beginning in
1976 (such payments can be reduced by the principal amount of debentures
acquired by the Company or converted into common stock, as a result all
of the 1976 installment and all but $77 ,000 of the 1977 installment have
already been satisfied), that the Company has an option to make additional
annual payments of $325,000 beginning in 1975 and that the debentures are
convertible into shares of common stock at a conversion price of $10.67
per share (subject to non-dilution provisions).
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Noce 10: SUBSEQUENT EVENTS

On March 14, 1975, Golconda entered inco a preliminary agreement Co
sell, subject to approval of the Board of Directors, the business
and substantially all of the net assets of the contracts business of its
Pioneer Astro Division. Certain of the assets and all liabilities will be
sold for cash equal to the net book value at March 31, 1975, the closing
date. Contracts in process will be transferred to a joint venture between
Golconda and the buyer. The buyer will manage the joint venture and reim-
burse Golconda for the fair market value of the in-process contracts as
the contracts are completed and cash is collected from customers. Golconda
and the buyer will share equally in the gains or losses recognized on com-
pleting the in-process contracts. Total proceeds from the sale are estimated
at 51,628,000 and it is not anticipated that Golconda will suffer any loss
on this transaction.

Presented below is condensed 1974 financial information for the Pioneer Astro
contract business (in thousands, except per share data). Consolidated
financial statements for 1974 have not been restated for this transaction.

Sales

Net Earnings

Net Earnings Per Share

Assets -
Receivables

Inventories

Net fixed assets

Liabilities

Net assets

5

S_

$

s

$

3,741

83
;_,.-' ?=,— JS

.02

447

632

721

1,800

( 172)

1,628

Note 11: FOURTH QUARTER RESULTS (UNAUDITED)

The financial information appearing in this note has not been specifically
audited by the Company's independent public accountants during the course
of their examination of the financial statements for the years ended
December 31, 1973 and 1974.

Such information is presented in response to an opinion of the Accounting
Principles Board of the American Institute of Certified Public Accountants
issued in May, 1973 requiring certain disclosure of fourth quarter results.

Sales and earnings for the fourth quarter of 1973 and 1974 were as follows:

Three Months Ended December 31,
1971 19V4

A m o u n t P e r Share Amount
(in thousands)

Per Share

Sales -
Continuing operations
Discontinued operation

Net Earnings (Loss)
From continuing
operations -

Manufacturing
Investments

From discontinued
operations

Net

$ 8,144
4 , 3 5 3

$ 1 2 , 4 9 7

5 567 $ .17
727 .21

1,294 "737

S .38

S 6,202
6 ,747

$12,949

$( 201) S( .07)
( 334) ( .10)
1 5T5) r~17)

000492
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Note 7 (cont inued)

Additional
Preferred Common Contributed Treasury

Stock Stock Capital Stock

Balance at December 1, 1972 S 390,204 S 773,055 $5,747,583 $(519,600)

Purchase and retirement of
6,400 shares of preferred stock ( 6,400) ( 74,044)

Conversion of 592 shares of
preferred stock into 888 shares
of common stock ( 592) 592

Balance at November 30, 1973 383,212 773,647 5,673,539 (519,600)

Conversion of 55 shares of
preferred stock into 82
shares of common stock ( 55) 55

Balance at December 31, 1974 $ 383,157 S 773,702 $5,673,539 $(519,600)

Note 8: CONTINGENT LIABILITIES

The Company is one of 35 defendants in an alleged class action by a share-
holder of United States National Ban* of San Diego, in Fred H. Harmsen, et al
vs. C. Arnholt Smith, et al., filed on October 29, 1973, in the United States
District Court for the Southern District of California. The plaintiff pur-
ports to be acting in a derivative capacity on behalf of the shareholders of
the bank. The complaint seeks damages and other relief on behalf of the
shareholders of the bank on account of alleged violations of federal secur-
ities laws, illegal loans, improper acts of the bank's directors, and
conspiracy to commit the foregoing acts and fraud.

In the opinion of the Company, the exposure of Golconda Corporation to any
liability seems very remote in that the corporation's only connection with
the United States National Bank or with C. A. Smith is that some of Golconda
Corporation's stock was at one time possessed by one of the Smith-dominated
corporations. There have not been any material transactions between the
Company and the other defendants and the United States National Bank of
San Diego, and it is management's opinion that there are no facts, nor
have any been specifically alleged relating to Golconda warranting inclusion
of the Company in the complaint. An identical class action suit was filed
by plaintiff in the Superior Court in and for the County of San Diego to
toll the statute of limitations in the State Court, but to date this suit
has not yet been formally served upon Golconda Corporation.

Note 9: SALE OF BASTIAN-BLESSING DIVISION

Refer to Note B of Notes to Consolidated Statement of Earnings for details
as to the terms, proceeds, date and loss on the sale of the Bastian-Blessing
(B-B) Division. Presented below is a condensed balance sheet of B-B as of
December 31, 1974:

Receivables
Inventories
Other current assets

Current liabilities

Net working capital

Net fixed assets

Reserve for loss on sale

Net assets sold
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Note 11 (continued)

Sales from continuing manufacturing businesses fell 25% from 1973, prin-
cipally due to the depressed liquid petroleum gas industry. Earnings from
continuing operations were lower because of reduced sales . Because of
depressed economic conditions reserves were established against losses on
inventories, receivables and for the disposition of certain machinery and
equipment.

Discontinued operations sales and earnings were substantially improved
over 1973 due to the high number of shipments to McDonalds. However, a
reserve for the loss on the sale and the write-off of goodwill attributable
to B-B result in a net loss for the quarter of $1,957,000, after tax benefit
of $950,000.

Investment earnings for the 1973 quarter include gains on the sale of Hecla
Mining Company common stock. There were no similar sales in the fourth
quarter of 1974. The 1974 fourth quarter investment earnings were down due
to providing a reserve against market decline in the value of mining com-
pany stocks and as a result of a change in the estimated tax provision rate.
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GOLCONDA CORPORATION & SUBSIDIARIES

SCHEDULE VII

INTANGIBLE ASSETS, DEFERRED RESEARCH AND DEVELOPMENT
EXPENSES, PRE-OPERATING EXPENSES AND SIMILAR DEFERRALS

EXCESS OF COST OVER UNDERLYING EQUITY OF NET ASSETS ACQUIRED

Column B Column C Column D Column E Column F

Description

Year Ended 12/31/74

Year Ended 11/30/73

One Month Ended
12/31/73

Balance at Additions Balance at
Beginning at Other End of
of Period Cost Deductions Changes Period

$4,375,000 $

$4,375,000 $

$4,375,000 $

(A)
$(1,240,000) $ - $3,135,000

$ $ $4,375,000

$ $ $4,375,000

(A) Written off in connection with sale of division.
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GOLCONDA CORPORATION & SUBSIDIARIES

SCHEDULE XVI

SUPPLEMENTARY INCOME STATEMENT INFORMATION

Continuing Operations:

Maintenance 5. Repairs

Depreciation of Property,
Plant & Equipment

Taxes Other Than Income Taxes:
Real Estate & Personal
Property

Payroll

Sundry

Total

Discontinued Operations:

Maintenance & Repairs

Depreciation of Property,
Plant & Equipment

Taxes Other Than Income Taxes:
Real Estate & Personal
Property

Payroll

Sundry

Total

Year Ended

One
Month
Ended

12/31/74 11/30/73 12/31/73

$ 7 8 2 , 0 0 0 S 689 ,000 $ 19,000

992 ,000 719,000

428 ,000 262,000

852,000 846 ,000

1,000 7 ,000

50,000 67,000

200,000 177,000

77,000

28,000

73,000

1,281,000 1,115,000 101.000

7,000

20,000

174,000

429,000

6,000

609,000

161,000

420,000

20,000

601,000

9,000

42,000

5,000

56,000
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GOLCONDA CORPORATION S, SUBSIDIARIES

SCHEDULE XII

RESERVES

Continuing Operations

Allowance for Doubtful
Receivables:

Year Ended 12/31/74

Year Ended 11/30/73

One Month Ended
12/31/73

Inventory valuation
reserve

Year Ended 12/31/74

Reserve for Decline
in Market Value of
Investments

Year Ended 12/31/74

Discontinued Operationa

Allowance for Doubtful
Receivables:

Year Ended 12/31/74

Year Ended 11/30/73

One Month Ended
12/31/73

Balance at Charged Balance at
Beginning Costs and End of
of Period Expensas Deductions Period

$ 55,000 $292,000 $(79,000)(A) $268,000

$ 30,000 S 24,000 $( 1,000) (A) $ 53,000

$ 53,000 $ 2,000 $ - $ 55,000

$900,000 $900,000

$175,000 $175,000

$ 29,000 $ 64,000 $( 7,000)(A) $ 86,000

$ 22,000 $ 12,000 $( 6,000)(A) $ 28,000

$ 28,000 $ 1,000 $ 29,000

(A) Uncollectible accounts written off, net of recoveries.
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-41- EXHIBIT I

GOLCONDA CORPORATION AND SUBSIDIARIES
CALCULATION OF EARNINGS PER SHARE

(In thousands except for per share data).

1970 1971

Shares for computations:-
Weighted average shares
outstanding
Common stock equivalents (B):
Assumed conversion of con-
vertible preferred stock
into common

Employee stock options and
stock warrants under the
treasury stock method

Common shares for primary
earnings per share
Assumed conversion of
convertible preferred stock
into common

Assumed conversion of 7%
convertible subordinated
debentures under if converted
method
Additional stock option and
stock warrant shares under
treasury stock method

Common shares for fully
diluted earnings per share

Net income for computations:-
Earnings from continuing
operations:
Manufacturing
Add interest savings net
of applicable income
taxes (B):
Employee stock options
and stock warrants

Investments

Earnings (loss) of discontinued
operation
Earnings before preferred
dividend requirement and
extraordinary items
Less preferred dividend
requirement (C)
Earnings before extraordinary
item*

Extraordinary item
Net income (loss) for primary
earning* per share

Plus preferred dividend
requirement (C)

Add interest savings, net of
applicable income taxes:

7% convertible debentures
Employee stock options and
stock warrants

Net income (loss) for fully
diluted earnings per share

2,771 2 , 7 8 5

1972

2 , 7 8 5

1973

2,785

1974(A)

2,785

(C)

( D )

2,771

675

348

( D )

3,794

5 252

(D)
—237

181— m

499

932

( 455)

477
( 995)

( 518)

455

136

(D)

S 73

(C)

( D )

2 ,785

602

464

( D )

3,851

$ 819

(D)
819"
363

1,182

( 239)

943

( 413)

530
( 52)

478

413

200

(D)

$1*0.91

(C)

(D)

2,785

585

439

(D)

3,809

$1,372

(D)
1,375

341
1,713

( 7)

1,706

( 399)

1,307

1,307

399

197

(D)

$1,903

580

(D)

3,365

CO

428

(D)

3,793

$1,921

(P)
1,921
1,183
3,1(54

97

3,201
_

3,201

3,201

-

185

(D)

$3,386

575

( D )

3,360

(C)

416

(D)

3,776

$ 482

(D)
— HI
7,021
7,503

(1 ,942)

5,561
_

5,561

5,561

-

184

( D )

$ 5 , 7 4 5

(See Notes on next page)
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(A) Reference is made to Note A of Notes to Consolidated Statement of
Earnings.

(B) Yield of the 7% convertible debenture exceeded 66-2/3% of prime rate
at date of issue, and therefore is not a common stock equivalent.

(C) Anti-dilutive in 1970, 1971 and 1972. Dilutive, and therefore in-
cluded in shares for primary earnings computation, in 1973 and 1974.

(D) Options and warrants are anti-dilutive, and therefore excluded from
primary and fully diluted earnings per share calculations based on
calculations where shares are assumed to be repurchased at the
higher of average price or year-end closing price of Oolconda Cor-
poration or its predecessor. Interest savings resulting from assumed
retirement of debt from proceeds of options and warrants would be
determined under the 20% rule if warrants were not anti-dilutive in
each year.
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